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DISTRIBUTION PRACTICES IN THE PETROLEUM 
INDUSTRY 


TUESDAY, APRIL 16, 1957 


House OF REPRESENTATIVES, 
SuscomMiTree No. 5 on Distrinution ProspteMs 
oF THE House Sretect COMMITTEE ON 
Smauyi Business To Conpuct A Stupy AND 
INVESTIGATION OF THE PRoBLEMS OF SMALL BUSINESS, 
Denver, Colo. 


The subcommittee met, pursuant to recess, at 10:10 a. m., in the court- 
room, Post Office Building, Hon. James Roosevelt (chairman of the 
subcommittee) presiding. 

Present : Representatives Roosevelt and William S. Hill. 

Also present: Joseph L. Nellis, Special Counsel, and Patrick C. 
Murray, assistant counsel. 

Mr. Roosrvetr. The committee will please come to order. 

I am going to make a brief opening statement first. We are pleased 
to be in Denver, Colo., the home State of our colleague, Congressman 
William S. Hill, who is the ranking member of the minority in the 
House Small Business Committee, of which this subcommittee, Sub- 
committee No. 5, has the duty of investigating small business prob- 
lems in the distribution field and today particularly in the distribu- 
tion of petroleum products. 

In our hearings in Washington during the past week, the sub- 
committee received much valuable information as to the current mar- 
keting situation from retailers, jobbers, refiners, and producers, as 
well as their trade associations. We also received testimony from 
the heads of Government agencies whose job it is to enforce the laws 
vital to the interests of free competition. We have come to Denver, 
largely at the suggestion of Congressman Hill, to investigate a partic- 
ular situation which is a prototype of similar situations in such places 
as Oklahoma City, Norfolk, Va., and other cities across the country. 

The subcommittee is informed that there has recently ended in Den- 
ver a disastrous price war at the retail level. The subcommittee is 
interested in what causes such events, what results flow from them, 
what ultimately stops them, and what suggestions there are for 
remedies, both legislative and nonlegislative. 

In looking into this matter in the Rocky Mountain area the sub- 
committee is in no way singling out any person, firm or area for 
criticism. It is the function of the subcommittee to get at the facts 
concerning practices in the distribution of goods and services in vital 
industries. We are seeking information. We are not today in any 
manner laying blame. 
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I have previously stated that the legal basis for the hearings of 
this subcommittee comes under House Resolution 56 of the 85th Con- 
gress, Ist session, and this information appears in my opening state- 
ment to the hearings beginning April 11, 1957, in Washington and 
need not be repeated here. Suffice 4 it to say that with a quorum con- 
sisting of my colleague, Mr. Hill, and myself, we are empowered by 
the resolution to hear testimony under oath and to receive documents 
for the record, either voluntarily or under subpena. 

We have been pleased to see the voluntary cooperation which has 
been extended to this committee and staff. We wish to note that the 
issuance of a subpena does not in any manner reflect, upon the person 
receiving it. In most instances it merely assures that within the 
limited time available and our limited staff facilities people and rec- 
ords will be at a particular place and time when we are able to hear 
them and to examine pertinent documents. 

We have before us 3 major subject matters which we will try to hear 
in the 1 day that we have been able to schedule here. Obv iously it is 
going to be necessary to allocate further time for this purpose, and 
therefore I suggest that any person who desires to submit sworn 
material for the record should transmit a copy of that material to 
our counsel, Mr. Nellis, who is sitting on my left, and he then will 
examine it and advise and submit it to the chairman and to the com- 
mittee. 

The major points we want to study today are the recent price war, 
allegation of unfair practices in the field of petroleum distribution, 
and the petroleum problems of independent jobbers in the Rocky 
Mountain area. 

The committee will hear first this morning from Mr. FE. M. Stringer, 
president of the Oriental Refining Co. Mr. Stringer, would you 
please come forward, sir. 

Would you please raise your right hand that I might swear you ? 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
bu the truth, so help you God ? 

Mr. Srrincer. I do. 


TESTIMONY OF E. M. STRINGER, PRESIDENT OF ORIENTAL 
REFINING CO., DENVER, COLO. 


Mr. Roosevetr. Mr. Stringer, I think if it is agreeable to you, unless 
you have an opening statement that you care to give the committee, 
we will proceed with a series of questions which will perhaps be the 
quickest way to get the story that we are looking for on the record. Is 
that agreeable to you, sir? 

Mr. Strtncers That is agreeable with me, sir. 

Mr. Rooseverr. Mr. Stri inger, do you transport your crude oil 
diriectly to your refinery, the refinery of the Or iental Refining Co. ? 
In other words, are you forced to rely on any major company for either 
crude supply or the transportation of it to your refiner ? 

Mr. Srrrcer. We transfer our crude oil from the field by pipelines 
owned by various and sundry companies. It ends up with one com- 
pany, but it is gathered by different companies, a big majority of it. 
Some of our crude oil we transport in trucks, but that varies—some- 
times large quantities, sometimes small quantities. 
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Mr. Roosevetr. Do you purchase your crude oil from suppliers that 
you control, or are they suppliers that you do not control? 

Mr. Srrincer. I purchase—the Oriental Refining Co. purchases 
about 75 percent of its crude oil from concerns that I control. The 
Oriental Refining Co. has nothing to do with them, but I control them. 
I either own a portion or them, or I own all of them, or I control them. 

Mr. Roosrvetr. And the other 25 

Mr. Srrincer. The other 25 percent is bought different places. We 
buy from independent companies; we buy from major companies; we 
buy from wherever it happens to be convenient to buy. 

Mr. Roosrve.r. You operate your own refinery. 

Mr. Srrrncer. We operate our own refinery. 

Mr. Roosevett. That is part of the operation of the Oriental Re- 
fining Co. 

Mr. Srrincer. That’s correct. We have 2 refineries, 1 in Denver, 1 
in Alamosa, Colo. 

Mr. Roosrvetr. To whom do you sell the products of your refinery ? 
To your own stations ? 

Mr. Srrincer. You have reference to gasoline entirely, I think. 

Mr. Roosevetr. Yes, to gasoline. 

Mr. Srrmcer. We sell all of our gasoline—well, I say “all.” We 
sell practically all of it to our own outlets controlled and owned— 
either owned or leased through salary operation in our service stations. 

Mr. Roosrvetr. About how many of them ? 

Mr. Srrincer. Well, in the neighborhood of 70, between 65 and 70. 
I can’t tell you exactly, but somewheres in that neighborhood. 

Mr. Roosrvetr. The counsel has here a map which I am going to 
ask the counsel to give to you, and if the locations are accurate on 
the map of these retail outlets, then the map will be introduced in 
evidence for the files of the committee. 

Mr. Srrincer. The map is accurate as far as Colorado is concerned. 
Then for the Wyoming outlets and the New Mexico outlets there are 
just dots. There is no specific spots mentioned on this map. We have 
a number in Denver, 14, and then dots representing the other stations. 

Mr. Roosevetr. The map will be placed in the committee file. 

(The document referred to will be found in the files of the sub- 
committee. ) 

Mr. Roosrvetr. Do you sell to any other independent jobbers? 

Mr. Srrincer. We do not. 

Mr. Roosrvetr. Have you previously ? 

Mr. Srrincer. We at no time sold to jobbers. We sold our entire 
output to the cut-price people, which is commonly known as cut-price 
folks. 

Mr. Roosrve.r. Are they also known as unbranded service stations? 

Mr. Srrincer. Unbranded service station. They have a brand of 
their own, but it is unbranded as far as the industry is concerned. 
The Martin Service Stations and the Site and Mars bought our 
gasoline out of the Denver refinery practically entirely. 

Mr. Roosrvetr. When did you cease to sell these so-called 
unbranded 

Mr. Srrincer. In May of 1955. 

Mr. Roosrvetr. Would it be a factual statement, Mr. Stringer, to 
say that these independents that you have just named—I don’t know 
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whether you named them all—Martin Oil Service Co., the Site Oil 
Service Co., Star—were all at one time multiple-pump retail dealers 
to whom you did sell ? 

Mr. Srrincer. We sold those people. We were their suppliers here 
for years. 

Mr. Roosrvetr. Is it a factual statement that following May of 1955 
and when the so-called price war in Denver began in your opinion 
it was to meet the lowered prices of these outlets that you also then 
found it necessary to lower the price of your competing retail outlets? 

Mr. Strincer. Well, at that time we only had 8 or 9 service sta- 
tions, and it was not our intention to meet their price. It was our in- 
tentions to substitute the business we had lost that we were selling to 
them. We disregarded their price entirely and sold our gasoline at 
what we felt we could afford to sell gasoline to the public for, and that 
is a gasoline that has no brand, it has no credit card facilities, it has 
no service in the stations; it is what you would call, if you were in the 
hotel business, you would call it flophouse accommodations. We didn’t 
go to the better class of operation. We took the low road, so to speak, 
and for that reason we dropped our marketing cost to a very low point 
per gallon. 

Mr. Roosrverr. Now, Mr. Stringer, I have a quotation here from 
the Journal of Commerce which makes a direct quotation and says 
that “Mr. Stringer of Oriental recalls how the fight started,” and then 
in quotation it says: 

For several years Oriental wasn’t in the service station business, but it sup- 
plied gasoline to three “cut rate” independent companies here in Denver. Then 
one of our competitors who probably had a small surplus of gasoline on his 
hands took over the three accounts, That left us with producing oil wells, a re- 
finery to process the crude and trucks to deliver the gasoline but no place to 
sell it. 

our Stringer says he then decided to set up his own service stations. 

“We figured we could sell gasoline at 23.9 cents a gallon and still make a 
profit.” At the time, a major oil company in the area was selling the fuel at 
about 30.9 cents a gallon and over the regular grade. 

Oriental’s service stations stress more gasoline pumping and less service. 

In general, is that the situation that came into being as described 
here? 

Mr. Strreincer. That is exactly what came into being. 

Mr. Roosevett. Thank you, sir. 

Mr. Strrncer. We marketed our products through service stations 
that had been closed. I remember one I had closed when I was with 
a major oil company some 19 years ago. I opened that up at a very 
low rental and began to sell gasoline. 

Mr. Roosrvett. Without objection, we will incorporate at this point 
in the record the account headed “Gas Clash,” as detailed in the Jour- 
nal of Commerce, volume 37, No. 62. It will be put in the record at 
this point. 
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(The newspaper article entitled “Gas Clash” is as follows:) 


Gas CLASH—SERVICE STATIONS WAGE NEw Price Batries As GASOLINE GLUT 
GROWS 


DALLAS MOTORISTS FILL UP FOR 20.9 CENTS A GALLON; A SHAKY TRUCE IN DENVER— 
OILMEN POST PENNY BOOST 


By Jerry BH. Bishop 


DENVER.—“We’re determined to sell a certain amount of gasoline—and we 
don’t care what happens.” 

Those militant words come from white-haired E. M. Stringer, owner of Oriental 
Refining Co. here. They pretty well sum up a marketing philosophy that has 
made gasoline retailing one of today’s most volatile businesses. 

Mr. Stringer touched off a gasoline price war here 16 months ago when he 
opened his first service station. He was selling gasoline at 23.9 cents a gallon, 
6 to 9 cents under the then prevailing prices. Today, Mr. Stringer operates 56 
stations—and the war still rages, interrupted now and then by a shaky truce. 


“WE BUILD ANOTHER STATION 


“Each time one of our competitors cuts his prices and begins taking some of 
our business,” Mr. Stringer relates, “‘we build another station somewhere else.” 
The war thus has spread throughout Denver’s suburbs and as far as Boulder, 
35 miles away. 

What’s happening here is typical of what occurs in most places when a new- 
comer suddenly jumps into the gasoline market. He cuts prices to lure cus- 
tomers in, his rivals try to undercut him, and the battle is on—to the joy 
of motorists. Such price wars are not new, of course, in the gasoline selling 
field. They’ve been breaking out ever since the corner grocery began pump- 
ing “white gas” into model T’s in competition with the local blacksmith. 

But today, gasoline price wars are far more frequent—and more severe in 
their economic impact. In Denver, for instance, more than a third of the 900 
service stations have changed hands at least once during the current battle. 
Several spanking new stations have yet to sell a gallon of gasoline because oil 
companies can’t find operators willing to risk going into the business. 

In Dallas, motorists can fill up their car tanks for as little as 20.9 cents a gallon, 
7 to 10 cents below “normal.” Similar wars in the past 6 months have knocked 
down prices in Tulsa, Memphis, Fort Worth, Waco, and Houston. Price cutting 
flared anew in the Northeast last month after a Massachusetts court ruled against 
“fair trading” of gasoline—a sytem under which a retailer is obliged to charge 
prices not less than those set by his supplier. 


GLUT AND GO 


Sparking this newest outbreak of price warring is a growing glut of gasoline 
and aggressive moves by oil companies to invade markets traditionally ruled by 
rivals. 

Gasoline stocks now top 186 million barrels, 17 million barrels above a year 
ago, according to the American Petroleum Institute. And they’re rising. In the 
week ended January 4, they climed 1,012,000 barrels. By spring, gasoline in- 
ventories almost certainly will surpass the record 198 million barrels in storage 
on last March 30, oil men indicate. 

This buildup of burdensome inventories plainly has service-station operators 
worried. In an appeal this week to President Eisenhower, Ben Ogden, head of 
the Texas Service Station Association, which represents 22,000 operators, de- 
clared the growing gasoline surplus “could set off disastrous nationwide gasoline 
price wars by spring.” 

Paradoxically, the spurt in gasoline stocks and fears of price wars are coming 
at a time that producers are posting price increases on gasoline. Within the past 
week, major producers have raised the price of gasoline 1 cent a gallon in many 
areas. This follows an average hike of 35 cents a barrel in Texas crude oil 
prices. Oilmen attribute the increases to heavier demand for crude oil from 
Western Europe and say the price increases for products likely will spread. 





DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 





LAGGING CONSUMPTION 


Although demand for gasoline in the United States has increased in recent 
years, consumption still lags behind stepped-up output. Between 1950 and 1955, 
for example, motor-fuel production rose a solid 33 percent. The number of 
gasoline-using vehicles on the road grew 28 percent (to 62.8 million) ; so did the 
average gasoline consumption of passenger cars (by about 4 percent to 699 gal- 
lons a year). Still, gasoline stocks mounted. 

Hopes that oil-short European countries might help siphon off some of the 
United States gasoline excess seem to be fading. Of all the petroleum products— 
gasoline, kerosene, heating oils, and heavy industrial fuel—the one that Euro- 
peans want least is gasoline, refiners say. 

The reasons are not hard to find. In Europe, gasoline represents only about a 
fourth of total petroleum consumption, compared with 43 percent in the United 
States. That means gasoline rationing there pinches less hard than it would 
here. Moreover, any gasoline the Europeans are willing to buy usually is the 
low-octane fuel for use in four-cylinder European autos. The United States 
gasoline surplus is largely in high-octane fuels, suited to higher powered Ameri- 
can cars. 

As a consumer product in the American market, gasoline is unlike most others. 
Its chief market characteristic is what economists call “inelastic demand.” This 
means, simply, that a relatively small decrease or increase in price is not likely 
to affect its sales greatly. A motorist, for instance, probably would not drive an 
extra 50 miles just because gasoline is 2 cents a gallon cheaper. Neither would 
he stop or drastically reduce his gasoline buying if prices rose a few pennies. 


SWITCH TACTICS 


While motorists will not buy more gasoline because of lower prices, they 
will switch from one brand to another if the second brand is cheaper or if its 
service station is more convenient. It is for this reason that price wars generally 
flare up, die down, then flare up again. 

“When I first cut prices,” recalls a Texaco dealer in Denver, “my gallonage 
sales jumped 35 percent. But as Soon as everybody else cut their prices, too, 
my sales dropped back to where they had been and gasoline was selling at a lower 
price.” 

In an attempt to rake in a bigger share of the $12 billion that Americans spend 
in service stations each year, many a gasoline vendor is breaking out of his 
traditional marketing area and pushing into new ones—a move that often sets 
the stage for a price fight. : 

Phillips Petroleum is one of the companies spreading out. Historically, it 
sold “Phillips 66” brand only in midwestern areas. Now it’s building up a string 
of new outlets in the Southeast; over the past 3 years, Phillips has added some 
3,250 stations in Florida, Alabama, Georgia, the Carolinas, and Virginia. 

Standard Oil Co. (New Jersey), the Nation’s largest oil company, is moving 
into the Midwest for the first time. Its subsidiaries already sell the “Esso” 
brand over much of the United States. 

Jersey Standard within the past year has purchased three small gasoline- 
marketing companies in Milwaukee and Chicago. Competitors are now worrying 
that the big company is getting ready to set up a new subsidiary and expand 
throughout the Midwest. 

“We will expand marketwise in the Midwest as and when we can find the 
economic outlets to do so,” comments Ralph McCoy, president of Pate Oil Co., 
one of the marketing firms purchased by Jersey Standard and now a subsidiary. 


SOHIO, SUN, CITIES SERVICE 


This year, Sun Oil Co. plans to move into Georgia; it already sells “Blue 
Sunoco” fuel in Florida and most of the Northeast. Sun and Cities Service Oil 
Co, are elbowing their way into Chicago. Standard Oil Company of Ohio has 
broken out of the Buckeye State for the first time and now sells “Boron” in 
neighboring Kentucky. 

Site Oil Co., an “independent” marketer, recently moved into Dallas, touch- 
ing off a gasoline price war there. In the past year, this St. Louis-headquartered 
company has opened 56 new stations. The company says it plans to open other 
stations in St. Louis and Cincinnati. 
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The gasoline price war here in Denver started in September 1955. Its beginning 
and its subsequent course offer an insight into a marketing battle that often 
appears chaotic and confusing to outsiders. 

Leaning back from a battered wooden desk in a scarred wooden frame office 
near his refinery, Mr. Stringer, of Oriental, recalls how the fight started. 

“For several years, Oriental wasn’t in the service-station business, but it sup- 
plied gasoline to three ‘cut-rate’ independent companies here in Denver. Then 
one of our competitors who probably had a small surplus of gasoline on his 
hands took over the three accounts. That left us with producing oil wells, a 
wearers to process the crude, and trucks to deliver the gasoline, but no place to 
sell it.” 

A PROFIT AT 23.9 


Mr. Stringer says he then decided to set up his own service station. “We 
figured we could sell gasoline at 23.9 cents a gallon and still make a profit.” At 
the time, major oil companies in the area were selling the fuel at about 30.9 
cents a gallon for the regular grade. 

Oriental’s service stations stress more gasoline pumping and less service. They 
consist mainly of 1 smal) wooden building with barely enough room for a cask 
register and a stove, and 4 gasoline pumps outside on a graveled driveway. Total 
cost runs about $3,000 per station, compared with $40,000 or $50,000 for the 
flashier modern stations. 

“We do nothing but pump gasoline. You can’t even get air for your tires or 
your windshield wiped,” Mr. Stringer boasts. 

Oriental’s gasoline prices set off an immediate chain reaction. Other inde- 
pendents slashed their prices. Big-name companies did, too. 

During the war, prices occasionally have steadied, but most of the time they’ve 
fluctuated sharply. “They’ve never reached the level where they were before 
the price cutting started,” notes James A. Coffman, executive secretary of the 
Petroleum Retailers Association. 

Last month, station dealers, who have been hard hit by price cutting filed a 
suit against 15 oil companies in Denver charging them with illegally selling gaso- 
line below cost. Shortly thereafter, most stations posted a nickel a gallon in- 
crease and the suit was withdrawn. 

The price structure is still shaky, however. Many stations have not taken 
down signs proclaiming lower gasoline prices; they have merely covered them 
with easily removable paper tape. Yesterday, even though uncertain that prices 
will stay up, some oil companies here, led by Continental Refining and Frontier 
Refining Cos., began attempting to add another penny to retail prices to cover the 
higher cost of crude oil. 

The oil companies themselves normally bear the brunt of the price war. Sta- 
tion operators rarely cut their prices without first receiving a discount on their 
gasoline supply from the companies. 

When prices were at their lowest here, the suppliers absorbed about 4 cents of 
a 6-cent cut in the retail price of a gallon of gasoline. The station operator 
often absorbed as much as 2 cents of the cut. 

The dealer’s margin here in Denver between what he pays for the gasoline and 
what he sells it for is now about 5.9 cents a gallon on regular-grade fuel, about 
half a cent below the margin before the price war began. It has dropped at 
times to 4.5 cents, close to what dealers figure is their break-even point. 


Mr. Roosevett. Mr. Stringer, can you tell us from whom these 
former customers of yours s obtain their gasoline at this time ¢ 

Mr. Srrtncer. Well, at the time they left us, they went to the Sham- 
rock Oil & Gas Co., which is a refinery in north Texas. I assume 
they are still buying there. I don’t know. 

Mr. Rooseveir. Do you know whether Shamrock is dependent upon 
the major companies to supply their refineries, both as to direct. pur- 
chase and delivery to the refinery ¢ 

Mr. Srrincer. I don’t know anything about that connection, sir. 

Mr. Rooseveur. Do you know whether or not the delivery of pro- 
duction that they refined is controlled by themselves? 

Mr. Srrtncer. I don’t know. They ship their gasoline here by pipe- 
line, and that is all I know. 
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Mr. Roosevetr. In other words, to go back to your previous state- 
ment, you would consider yourself in this industry to be a small-busi- 
ness man and completely independent except as to the competition 
which you have to face. 

Mr. Srrincer. We are definitely an independent company. We 
have every sort of operation that any oil company has from produc- 
ing to refining to service stations to transportation, but I want to 
explain that the Oriental Refining Co. doesn’t do all those things, but 
on my desk, in my other companies, I handle all of that kind of op- 
eration. 

Mr. Roosrvetr. It would be fair to say, however, that you are a 
completely integrated operation. j 

Mr. Srrincer. I believe that would be a true statement as far as 
my control isconcerned. Now, that wouldn’t be correct with Oriental 
alone but with my personal control; it is an integrated company. 

Mr. Roosevetr. Mr. Stringer, if you don’t want to answer this, 
I feel it would be proper for you to state that perhaps this is a state- 
ment you would prefer not to answer for good and sufficient reason, 
and if you feel that way, just tell me, and the question will be with- 
drawn. 

Do you feel that in the present financial situation in the country 
it would be possible for anybody else to do what you have done and be- 
come a completely integrated business ? 

Mr. Srrincer. Well, it took me 18 years to do it. I don’t know— 
and alot of money. That is about the only answer I could give you. 

Mr. Roosrverr. Today would it be difficult for you to extend to 
any large extent your retail outlets / 

Mr. Sreincer. We wouldn’t want to do it. We wouldn’t want to 
extend our outlets. We refine 3.300 barrels of crude a day or there- 
about, and we have no intention of growing any larger. We don’t 
have the personnel to handle it; we don’t have the—I don’t think— 
we could finance it, but we don’t want to get any larger. We don’t 
care to expand our refining operations at all. We might our pro- 
duction, but not our refining. 

Mr. Roosrvert. At the present time what is the retail price posted 
in your outlets in the Denver area ? 

Mr. Strrrncer. We at the present time post 26.9. ; 

Mr. Roosevett. What is the price posted by your major competi- 
tion, not the unbranded stations, but the major competition ? 

Mr. Srrincer. I believe it is 32.9. I would like to confirm that, 
but I think—32.9. 

Mr. Roosevetr. What is the price posted by the other independents 
that you previously used to do business with and today? 

Mr. Srrincer. 30.9. 

Mr. Roosevett. 30.9? 

Mr. Srrincer. 30.9. 

Mr. Roosevetr. So that you believe a completely integrated opera- 
tion could post a price of 23.9 and make a profit ? 

Mr. Srrincer. Not if they were a large outfit. You couldn’t do 
it if you were a large outfit. 

Mr. Rooseveitt. Why ? 

Mr. Sretncer. Well, because—that sounds like a ridiculous state- 
ment, but let me explain to you. In our operation we cater to the low 
overhead and the low marketing cost business. We cater to the man 
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who wants to buy something cheap for either one reason—he is a cheap- 
skate, or he is a fellow who wants to save his money, and he is willing 
to come to a service station where he buys his gasoline in a station 
that cost us—well, I have several where the real estate cost $500, 
the building cost $1,600 and some odd dollars, the pumps and tanks— 
all told I don’t have $5,000 invested. Now, 85 or 90 percent of the 
people won’t do business in a station of that kind. They want to go 
to a station that is beautifully built, paved driveways; they get their 
cars greased and washed, they can use their credit card. They feel 
absolutely certain of the quality, and they have good uniformed at- 
tendants, brilliant businessmen. We hire—well, we hire very cheap 
help, and the public wouldn’t, as a whole, go to that sort of trade. 
Everybody could market gasoline at that price if they were willing— 
if the public was willing to accept that kind of service. So our busi- 
ness is limited to the trade that will put up with that kind of service. 
We don’t wash windshields, we don’t do anything for the customer 
only sell him gasoline. 

Mr. Roosevetr. In other words, you give very little service, but 
you concentrate on selling gasoline at a low price? 

Mr. Srrincer. That’s right. We give no service; we have no attrac- 
tive facilities; we are only open certain hours in the day which makes 
our operation economical, and our marketing cost is probably one- 
fourth of what a major oil company or a big operator would have to 
put in to give the service, and our personnel is very, very—very poor. 
We hire the fellow who nobody else wants. He has to turn the cash 
in every 24 hours, and if he doesn’t turn it in once, he is gone. It 
is a very hard-nosed proposition because that is the only way we could 
operate that way. Nobody can do that, only somebody who is willing 
and has the crude and has the low rent service stations or low invest- 
ment service stations. Nobody can do it; it would be impossible. 
Gasoline has to sell for about the price that it is selling for in order 
for people to come out and give the man who operates the station a 
decent living and the public decent service. That is about the best 
explanation I can give you. 

Mr. Roosrvetr. One last question, sir: Does the gasoline you sell, 
according to the general standard of the industry, compare favor- 
ably in quality with your competition ? 

Mr. Srrincer. Very favorably. Our quality is all right. We have 
no trouble with quality. 

Mr. Roosevett. Mr. Hill? 

Mr. Huw. I would like to ask just a question or two. Before I 
begin, though, Mr. Roosevelt, I would like to say that one of the 
reasons I felt we should come to this fair city of Denver, which we 
all love, is that the Small Business Administration has a regional 
office here, serving about four States out of Denver. In addition to 
that I believe they have had meetings here of small businesses, with 
fur producers, metal-mining operators, and woolgrowers, and prob- 
ably others, and I felt if we were crossing the United States an’! hold- 
ing these meetings, it would be nice to have one in an area like Denver. 

With that statement I would like to ask the witness this question: 
Did you start out as an independent oil producer owning your own 
wells and having your own oilfield? 
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Mr. Srrincer. We in 1939 started—I believe it was about April 5— 
with a refinery here that was in very bad condition. As a matter of 
fact, the people who owned it were the victims of promoters. 

Mr. Hiv. Did you say here in Denver? 

Mr. Srrincer. Yes, sir, in Denver. 

Mr. Hix. Where was that located ? 

Mr. Srrincer. That was located at the same place we have our 
refinery now, 5200 Colorado Boulevard. That is the northeast part of 
town. It wasa very poor refinery. We started with that refinery, and 
in 1940 crude supply was very bad. The crude shortage in this country 
was serious, and the only way we could stay in business was to buy 
an oilfield, so we bought some oil properties in Wyoming for a supply 
of crude oil, and that property was bought by my self and another 
gentleman, because we didn’t want to put it in the oil refining, and 
that property later produced crude in sufficient quantities that we 
expanded into other properties, and that is how we got into the pro- 
duction business. 

Mr. Huw. Another question: Do you produce anything but gaso- 
line? 

Mr. Srrincer. Oh, yes; we manufacture 

Mr. Hm. Your own oil? What else? 

Mr. Srrrncer. We manufacture diesel fuels, furnace oils, and heavy 
residual fuels, of course. 

Mr. Hizz. Any other byproduct ? 

Mr. Srerncer. That is all, just the three products. 

Mr. Hitt. Now, if I understand you correctly, you were not trying 
to develop your business to be a more complete or more advantageous 
service to customers. You are just willing to take the type of cus- 
tomer who wants to wait on himself, is that correct? 

Mr. Srrincer. That is practically correct. We don’t want to ex- 
pand beyond that point. 

Mr. Hu. That is a peculiar way to do business. 

I have always been taught the other way. If I sold farm machinery 
for horses, then I wanted to get immediately into tractors and selling 
equipment, and so I am lost. 

Let me ask you this: Do you know anything about coin machines, | 
and why don’t you use coin machines and get rid of everybody 
entirely ? 

Mr. Srrincer. Well, we have 76 automatic gasoline eee that we 
operate. We operate 76 of them and have for the last 18 years 

Mr. Huu. They are coin machines. 

Mr. Srrincer. They are coin machines. 

Mr. Hitz. Do you know the man or the person that invented that 
coin machine lived in Larimer County ? 

Mr. Srrincer. His name was Starkey. We bought those machines 
from him some 15 or 18 years ago. 

Mr. Hit. I think when the district court appointed a receiver for 
that company, you are looking at that receiver. 

Mr. Srrrncer. I didn’t even know that he had a receiver. 

Mr. Hitz. Well, there is no use trying to change the court records. 
It will show that. 

Mr. Srrincer. We bought them off of him some 15 years ago. 
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Mr. Huw. It is strange to me that people don’t want to wait on 
themselves, and then the grocery store goes just exactly opposite. 
While they were trying to cultivate the people to use the coin ma- 
chine in gasoline, and “that company couldn’t make any money or 
didn’t, then the grocery man comes along and says, “I am not going 
to wait on anyone.” Can you explain that to me? 

Mr. Srrincer. Well, gasoline is a little harder to handle, a little 
different. Our automatic pumps do a small amount of business year 
in and year out, and those pumps are the same pumps doing business 
at the time you had anything to do with them. They are rebuilt, all 

east steel, substantial shells, “and we have put new equipment on the 
inside, and they do a fair business, but they don’t do the business the 
other stations do where they have : attendants. 

Mr. Hitz. You are not interested then in developing that part of 
your business ? 

Mr. Srrincer. No, we are not. We want to cater to that class of 
trade, and as you said a minute ago, you always worked the other side. 
So did I. I was on the other side of the street for some 45 years, and 
then I was confronted with either going out of business or doing 
something to dispose of our gasoline, because we had no place that 
we could go out and market our gasoline immediately and keep our 
refinery running unless we went into some, I might say, radical method 
of sales. So we limited all those stations to so much gallons per day. 
We don’t want only so much gallons per day because that costs more 
money to operate. So we take so much per day out of each station 
and then close the station. We have a sign in every station, “Allot- 
ment sold, closed for the day,” as soon as we sell so much. 

Mr. Hix. If that happens by noon, the attendant can go home. 

One more hard question : 

Is there either a State law or Federal law that would require you to 
meet a certain standard in your gasoline ? 

Mr. Srrincer. There is a State law requiring certain specifications 
which we comply with, and we are competitive on our gasoline. 

Mr. Hitt. No national. 

Mr. Strincer. No national to my knowledge 

Mr. Hit. Do youstill have that old State iy wherein vey so often 
they check your pumps in order to see if you are pumping a full gallon? 

Mr. Srrtncrr. They have oil inspectors that check your pumps, 
and they also take samples as to—— 

Mr. Hitz. How often do you really get your pumps checked? I 
have often wondered about that. 

Mr. Srrincer. I don’t know, but they see them very often. They 
very religiously do that. 

Mr. Hitz. Do they really give you a good checking? 

Mr. Strincer. They doa very fine job. 

Mr. Hizz. But they don’t check the quality of the gasoline or oil ? 

Mr. Srrrncer. Oh, yes, the gasoline is checked, certain require- 
ments for gasoline in the State. 

Mr. Hr. How about the oil ? 

Mr. Strincer. Well, we don’t make lubricating oil. 

Mr. Hix. Is there any law, to satisfy me for sure, when I buy a 
certain grade oil that I receive it or am I at the mercy of the station 
owner or operator ? 


92285—57—pt. 2——-2 
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Mr. Srringer. Those oils are all canned oils, and I am not sure 
whether there is any State or Federal laws for those. We buy those 
oils and resell them, but as far as the gasoline is concerned, that has to 
meet a certain standard. But I will say this much about your stand- 
ards, your laws: The laws compelling you to make your gasoline a 
certain quality, the quality required by the law, is not as high as the 
quality that you are compelled to make by your competitor. You 
must meet competition. 

Mr. Hit. That is all, Mr. Roosevelt, 

Mr. Rooseverr. Mr. Nellis? 

Mr. Neus. Mr. Stringer, I want to thank you first publicly for the 
splendid cooperation you gave me yesterday while we were talking 
about this. 

The committee has heard statements to the effect that back in May 
1955, when you ceased doing business with the companies you named, 
one of the companies had some sizable gallonage. You say, they 
were producers at the same time that they | were purchasing from you 
and determined to sell at cut prices to a point that forced you down. 
Is this a substantially correct statement ? 

Mr. Srrincer. I am not sure that I followed you on just exactly 
what you said there, but if I understood you correctly, did somebody 
else force our price down to 23.9? 

Mr. Netuts. Yes, sir. 

Mr. Srrincer. No. 

Mr. Netuts. That is not correct ? 

Mr. Stretncer. That is not correct. 

Mr. Netuts. So at the beginning of the price problem in the middle 
of 1955 was not the fact that one of your purchasers reduced prices in 
order to accommodate surplus gallonage that they had? 

Mr. Srrincer. No. I want to explain that to you. I think it was 
May 18 that we were completely cut off from selling these cut prices 
outlets, May 18 of 1955. I don’t think there was anything done on 
that marke‘—in Denver now I am talking about; you had some other 
conditions throughout the State, but I am talking about Denver. I 
don’t think anything was done until about September 11, I know 
1 was in Chicago at the time, and they phoned me that the price had 
dropped, and at that time it was dropped by Site and Mars, who oper- 
ate under a couple of different names here, and I think about 15 min- 
utes later the Bay Petroleum Co. met the price, and then as days went 
on, it was met by everybody. I think the actual bad market “started 
about September 10, 1955. I think that is probably what you have 
in mind. 

Mr. Nexus. Yes. I was trying to trace the beginning of the price 

war which is always an interesting subject to this committee. If I 
understand your testimony correctly then, one of your former cus- 
tomers dropped the price, ‘then others did, and as a result, you were 
put in the position of having to open your stations and close them in 
accordance with the supply and demand situation. 

Mr. Strrncer. We did that before. 

Mr. Netuts. That was the practice before? 

Mr. Srrincer. We only allotted so much gasoline to each station, 
from the very beginning of our operations—we took each station as 
fast as we could build them. We built them or leased them or made 
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arrangements as fast as we could so as to dispose of our supply, and 
each one was allocated so much to sell, and that was from the very 
start, but it ran through June, July, and August, and then in Septem- 
ber this concern either met the price or—they met the price immedi- 
ately, and then others followed. The majors, I think, stayed about 
2 cents or 214 above, but the cut pricers followed the market down. 

Mr. Netuis. Mr. Stringer, it is true, because of the fact that you have 
a very limited quantity, however, that you then don’t really become a 
competitive factor for the other distributors, because they know just 
how much you can sell and no more. 

Mr. Srrincer. That is the way I interpret it, that we are not a factor 
in this market, because we only aim to sell, and we only sell so much 
gasoline. 

Mr. Roosrverr. So even if you went down to 18 cents a gallon, they 
still wouldn’t be too bothered about it ? 

Mr. Srrrcer. I have always said, and I still say, if we were to sell 
it for 5 cents a gallon, that is no reason why a product worth 32 cents 
a gallon should be sold at 5 cents. I have quite often made the com- 
parison to some of our friends and acquaintances I have in town in 
the oil business that there is a concern that sells sandwiches on East 
Colorado Boulevard. They sell a very fine hamburger sandwich for 
19 cents. Is that any reason why the Brown Palace Hotel could sell 
their sandwiches for 19 cents? It is just as wrong in my opinion to try 
to take a person who sells a limited amount of a good product, and I 
don’t see where we are a factor in the business. 

Mr. Roosever. Mr. Hill, do you have any other questions ? 

Mr. Hitx. No. 

Mr. Roosrvetr. Mr. Stringer, we want to thank you for your co- 
operation with the committee, and we appreciate your appearance be- 
fore us. 

The committee would now like to hear from Mr. Peter Holme, Jr., 
who is the counsel for the Frontier Refining Co. Is Mr. Holme 
present ? 

Mr. Hortmr. Sir, Mr. Armitage, one of the vice presidents of 
Frontier, is present, and I think perhaps he would be better able to 
cover the subject matter. 

Mr. Roosrveir. We will be very glad to hear from Mr. Armitage. 
Would you come forward, please, sir, Mr. Armitage ? 

Will you please raise your right hand ? 

Do you solemnly swear that the testimony you are about to give be- 
fore this committee shall be the truth, the whole truth and nothing 


‘ 


but the truth, so help you God ? 
Mr. Armiraae. I do. 


TESTIMONY OF H. E. ARMITAGE, VICE PRESIDENT OF FRONTIER 
REFINING CO., DENVER, COLO. 


Mr. Roosrveir. Would you give for the record and for the reporter 
your full name and address, please, sir / 

Mr. Armitage. My name is H. E. Armitage. I am vice president of 
Frontier Refining Co. My home address is 429 Dahlia Street, Denver. 


Mr. Roosrvetr. Mr. Armitage, I don’t know whether you can see this 
chart over here.’ 
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Mr. ArmiTace. Yes. 

Mr. Roosevett. There probably should be another square over here 
on the left because you would probably say your company 1s not a 
major refiner. We will call it, let’s say, other refiners. Is it true that 
under that chart your company would be selling directly to the un- 
branded dealers / 

Mr. Armrtace. We sell to both types. We sell branded gas and un- 
branded gas. : 

Mr. Roosrvert. When you say you sell branded gasoline, what brand 
is it? 

Mr. Armirace. Frontier gas. 

Mr. Roosrvett. Your brand? 

Mr. Armirace. Our brand, yes. 

Mr. Roosrvetr. And then you sell unbranded gasoline also / 

Mr. Armirace. Yes. 

Mr. Roosevetr. What proportion generally would you say that your 
company sells between branded and unbranded / 

Mr. Armirace. Well, I think it would be possibly from 90 to 95 
percent would be our brand and 5 to 10 percent unbranded. 

Mr. Roosrvect. Is there a difference in the quality that you sell to 
the unbranded ? 

Mr. Armitage. No difference in the quality. 

Mr. Roosrvetr. In other words, what you sell to the public as 
Frontier brand is the same thing that you sell to the unbranded so- 
called price cutter and that he sells as unbranded gasoline, but the 
public is getting exactly the same product? 

Mr. Armirace. So far as we know, yes. 

Mr. Roosevert. Do you maintain a higher price for your Frontier 
brand than the retailer sells who is unbranded ? 

Mr. Armitace. Well, we don’t sell gasoline—well, if we want to limit 
this discussion to the metropolitan area of Denver, we don’t sell at the 
retail level. 

Mr. Roosevetr. I don’t want to limit it at all. Let’s not limit it. 

Mr. Armirace. All right. There are some instances where we sell 
gasoline at the retail level, and that price is generally competitive with 
whatever the price is in that particular market. 

Mr. Roosrvett. I didn’t ask you that. What I asked you was, does 
the gasoline that you sell under the Frontier label brand sell for the 
same price that the unbranded gasoline sells for ? 

Mr. Armrrace. Well, in most instances, no. It sells for a higher 
price. 

Mr. Roosrvett. But it is the same gasoline and the poor public is 
buying the same piece of goods but paying more, and you participate 
in that so that the public on the one hand has to pay more than on the 
other, but it is the same piece of merchandise. What is the justifica- 
tion for that? 

Mr. Armrrace. Well, we don’t attempt to tell anyone what they 
shall sell their gasoline for. We just put a fair price on it, what we 
think is a fair price, and that is what we ask for it when we sell at the 
retail level. 

Mr. Roosevert. Wouldn’t you say there was something that isn’t 
quite fair to the public, however, in having to pay, when you put 
your brand on it, the same price as they have to pay from an unbranded 
dealer when he is getting exactly the same piece of merchandise ? 
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Mr. Armirace. No, no, because I don’t think we ask an unfair price 
for our gasoline, and what he asks for is something else. 

Mr. Roosevett. When you sell Frontier gas, what competition are 
you meeting? Are you meeting the major-brand gasoline price? 

Mr. Armirace. Well, in some places we sell at what is regarded as 
a major price. Other places we sell at a lesser price. 

Mr. Roosrvett. Why do you do that? Why don’t you meet the 
same competition in each area ? 

Mr. Armrrace. Well, where we sell at the major price there probably 
isn’t any other competition, but in Denver here, we have people under- 
selling us, and we have people that are posting prices higher than we 
sell gasoline for, that our dealers do. 

Mr. Roosevett. Then in essence you have a dealer in some areas, and 
in those areas where there isn’t a price cutter or a nonbrand dealer, you 
charge the same price as the majors, is that correct ? 

Mr. Armitage. That’s correct. 

Mr. Roosrvett. In the other areas you turn around, and you put 
your dealer in competition at a lower level, you directly put him in 
competition, with that unbranded product, although it is the same 
mode that your dealer has to sell. Don’t you think your dealer is 
getting a kind of a rough break in the process, because you are de- 
liberately putting him in competition with somebody that 1s not going 
to sell as high as you are making your dealer sell, isn’t that correct? 

Mr. Armirace. I don’t think so. 

Mr. Roosrvett. Well, explain it then. 

Mr. Armrrace. Well, I think our brand name is worth something to 
adealer. Ithink it attracts business to his station. 

Mr. Roosrveit. What is the difference between the price where you 
are meeting the competition of the nonbrand person? What is the 
difference in price between your dealer and the nonbrand dealer? 

Mr. Armrrace. Well, that is something I can’t answer. It might be 
a cent, or it might be 2 cents. 

Mr. Roosevett. It is never in excess of 2 cents? 

Mr. Armirace. Well, I don’t believe so. I can’t answer that for 
sure because I don’t know. 

Mr. Rooseverr. Well, Mr. Armitage, you are pretty familiar with 
this business. You must know whether it exceeds 2 cents in some 
areas or it doesn’t exceed 2 cents. 

Mr. Armirace. Well, I am familiar with the business, but I am not 
familiar with the details and operations that happen or occur in some 
7 or 8 States. 

Mr. Rooseverr. All right. Let’s bring it down to Denver. Are 
you familar with it in Denver? 

Mr. Armrracr. To some degree, yes. I don’t directly handle sales 
for the Frontier Refining Co. 

Mr. Rooseverr. Well, now, could you give us the name of the in- 
dividual in your company who does, and we will put the same ques- 
tions to him if you don’t feel competent to answer ? 

Mr. Armrracr. You have to realize that we are a relatively small 
company. It is pretty much a one-man company. Mr. Robineau is 
president of the company. 

Mr. Roosevetr. Mr. who? 

Mr. Armirace. Robineau, and he handle all policy matters in rela- 
tion to sales or any other policy. 
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Mr. Roosevett. Where does he make his office ? 

Mr. Armirace. In Denver. 

Mr. Roosevett. Would he be available? 

Mr. Armirace. He is not in the city now. 

Mr. Roosrvetr. Do you believe that he would answer direct written 
queries from the committee ? 

Mr. Armirace. Oh, I am sure he would be glad to. 

Mr. Roosrvett. Would it be possible for him to come as far as Los 
Angeles for hearings that we will have there on the 24th and 25th of 
April? 

Mr. Armirace. Well, I am not in a position to speak for Mr. 
Robineau. He is out of the city and doesn’t expect to be back until 
the latter part of this week, and I don’t know what his plans are. 

Mr. Roosrvett. The committee will communicate with him. 

Do the major companies supply you with your crude? 

Mr. Armirace. Yes. 

Mr. Roosevett. Or from where do you get your crude? 

Mr. Armirace. Largely from major oil companies. 

Mr. Roosrve.t. Which companies? 

Mr, Armirace. Well, we buy crude from California Co., Continental 
Oil Co., probably our two larger suppliers. ‘ 

Mr. Roosrvetr. That is Standard of California ? 

Mr. Armrrace. That is California Co. 

Mr. Roosevett. California Co. 

Mr. Armirace. The California Co. 

Mr. Roosrve.t. Where is your refinery located ? 

Mr, Armirace. Cheyenne, Wyo. 

Mr. Roosrvert. How is the product shipped to your refinery ¢ 

Mr. Armitace. The crude oil? 

Mr. Roosrvett. Yes. 

Mr. Armitage. Some of it comes in by pipeline and some by truck. 

Mr. Roosreveir. Do you own any part of either the pipeline or the 
trucking service ¢ 

Mr. Armrrace. No, no. 

Mr. Roostvett. In other words, your supplier, as far as you are 
concerned, controls not only the source of the supply, but the trans- 
portation to your refinery. 

Mr. Armirace. Well, they deliver the crude oil to a common car- 
rier. I don’t know—I don’t think they control the transportation 
certainly. 

Mr. Roosrvetr. What is the name of the common carrier ? 

Mr. Armitace. Well, Wyoming-Nebraska pipeline is the—— 

Mr. Roosrvett. Wyoming-Nebraska pipeline. Does that come all 
the way from California ? 

Mr. Armiracre. Wait a minute. That is not the name of it. Itisa 
little disturbing, I can’t think of the line, but it comes down through 
Wyoming, comes down through Cheyenne. 

Mr. Roosrvert. You did say you were vice president in charge of 
marketing, didn’t you / 

Mr. Armitrace. No, I said I was vice president of the company. 

Mr. Rooseverr. What are your specific duties ? 

Mr. Armirace. Well, at the present I don’t have any. 

Mr. Roosevetr. You don’t have any duties? 

Mr. Armirace. Well, if you will let me clarify that. 
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Mr. Roosevexr. Yes. 

Mr. Armirace. About 2 years ago I had a heart attack, and they 
created a new position. They called it the executive vice president. 
In effect they sort of put me on the shelf, so I am not too familiar 
with some of the things you bring up, but I am only here to try to 
answer the best I can. 

Mr. Roosevett. Mr. Armitage, I wouldn’t for the world want to 
press you, particularly under those circumstances, but I must say it 
is a little peculiar for a company to send up a man they have just 
put on the shelf to answer questions that the committee wants to know 
certain details about, and if I may say so, I don’t think it is very 
proper. 

Mr. Armirace. May I answer that ? 

Mr. Roosrver. Yes, you certainly may. 

Mr. Armitace. We had no knowledge until after 4 o’clock yester- 
day afternoon that we were expected to make any contribution to this 
hearing. 

Mr. Roosrvett. Nevertheless, your main office is in Denver, is it not ? 

Mr. Armirace. Yes, sir. 

Mr. Roosrvetr. Normally wouldn’t the main office of a company 
have somebody in that main office that was competent to come before 
a committee and give it the proper detailed answers concerning the 
operation of the company ? 

Mr. Armirace. Well, normally you would think so, but we are a 
small company. It is possible for certain competent people to be out 
of town on a given day without anyone being there, I mean for a day 
or two. 

Mr. Roosrvetr. Well, Mr. Armitage, of course I don’t know the 
value of any future answers to this, but I have a lot of questions, and 
I frankly don’t feel that it is proper for me to put them to you. Of 
course my colleague can ask any questions he wants, but-I will wait 
until such time as we can have the president of the company. 

Mr. Hill? 

Mr. Hii. Yes, just a question or two. 

Why would you or any company ever want to sell unbranded gaso- 
line ? 

Mr. Armitace. Well, if a man has the money, and he wants to buy 
gasoline from us, we don’t care whether he brands it or not. That is 
up to him. I say we probably would prefer to have him sell under the 
Frontier brand, but that would be his choice. 

Mr. Hitz. But it is your choice, too, isn’t it? 

Mr. Armirace. Well, only 

Mr. Hixtxi. You have to choose to sell him. 

Mr. Armirace. Yes, but we have no objection to selling a man if 
he wants to sell gasoline unbranded. 

Mr. Hitt. In other words, if he just asks to drive his truck up to 
your refinery, regardless of where he put it, you would just sel] him 
a tank of gas? 

Mr. Armirace. If his credit is good and if we can agree on price. 

Mr. Hix. If he had the money, he wouldn’t ask for credit. Sup- 
posing he said, “If I drive my tank up there, could I fill my tank with 
gasoline—nothing said about it—and take it home and probably re- 
tail it to myself?” How about that? 
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Mr. Armirace. We would have no objection to selling to him, Mr. 
Hill. 

Mr. Hizx. You would sell anybody, whether it is branded or not? 

Mr. Armrrace. Yes. 

Mr. Hizxi. Do you have any stations in Fort Collins? 

Mr. ArmiraGce. Yes, we do have. 

Mr. Hiri. Do you have trouble with your competition at all where 
they know that you are selling unbranded gasoline? Does that bother 
you at all in your own station ¢ 

Mr. Armrracr. Well, not to my knowledge. 

Mr. Hiri. You mean to say if you had a station out on one side 
of town which was selling at one price, and you had another station 
of your own, that you could sell it at any price you pleased, and he 
would be happy? I am just asking for information. I know I 
wouldn’t be happy. 

Mr. Armirace. You are asking me to answer about somebody else’s 
viewpoint. I don’t know. 

Mr. Hux. You have no oilfields or no connection with any oil 
production whatever except at your own refinery 4 

Mr. Armiracr. We produce some crude oil, ves. 

Mr. Hitt. Where? 

Mr. Armrracr. Well, we have some in Colorado, and we have some 
in Wyoming. We have some in Kansas. 

Mr. Hux. What part of Colorado? 

Mr. Armiracr. Well, we have some crude oil that we own jointly 
with another company in what they call the Maudlin Gulch field. 

Mr. Hitz. Did you hear the other witness? Were you listening 
when Mr. Stringer testified ? 

Mr. Armrrace. Yes. 

Mr. Hitt. Do you go along with him that it doesn’t make any 
difference about the quality of the gas? He didn’t say it that way but 
just about. 

Mr. Armirace. We think the quality of the gasoline is important. 

Mr. Hiri. Quality gas? 

Mr. ArmiraGe. Quality of the gasoline is important. 

Mr. Hitz. Would you think the price should be higher on the 
quality gas? 

Mr. Armiraace. Yes. 

Mr. Hii. Do you think when I buy gasoline at a station that has 
2 or 3 cents difference on the price of gas I would be better off if I 
bought the higher gas? 

Mr. Armirace. I believe you would; yes. 

Mr. Roosrvett. Would my colleague yield a minute? 

Mr. Hitz. Certainly. 

Mr. Roosrvetr. I thought you told me a little while ago it was the 
same quality to the unbranded dealer. 

Mr. Armirace. He is referring to any priced gasoline. He was 
talking about what Mr. Stringer was testifying to. 

Mr. Roosrverr. Let us stick to your unbranded dealer who is pretty 
close by some other station you have. It wouldn’t make any difference, 
would it, to Mr. Hill what kind of gas he put in, in that instance? 

Mr. Armirace. If he bought our unbranded gas, he would be getting 
the same gasoline as if he bought it under Frontier brand; there is no 
argument about that. 
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Mr. Hitz. Do you produce two brands of gasoline? 

Mr. Armitace. Yes—grades of gasoline, yes. 

Mr. Huu, That is what I mean, two grades. 

Mr. Armirace. Yes. 

Mr. Hitz. Then you sell it at a different price? 

Mr. Armirace. Yes. 

Mr. Hix. I have often wondered about that myself. I could never 
get any information out of my automobile as to which it preferred, so 
T have alw ays had trouble. My car never tells me which to use, and I 
have difficulty. Sometimes I wonder if I am not getting in trouble by 
buying the cheaper gas, and the car never says a word. 

Mr. Armirace. I would suggest if you would try a premium gas- 
oline, you would notice the difference. 

Mr. Hitz. You think I would? 

Mr. Armirace. I believe you would. 

Mr. Hitt. Even if I weren’t driving, I could just sit in the auto- 
mobile and notice the difference ? 

Mr. Armitace. No, from a performance standpoint. 

Mr. Hitz. You think it has to be the man behind the wheel. 

Mr. Armirace. No, I believe it is the performance. 

Mr. Hirt, | have never had anyone ride with me in an automobile 
who could tell me whether I was paying 2 cents or 3 cents more for 
high test gasoline or who could tell the difference in the performance 
of a car, and I have always had that wonderment. You can’t enlighten 
me. You wouldn’t prohibit me from selling your unbranded gas at 
any price I wished where you on the other side of town kept your gas 
up at the standard price 

Mr. Armrrace. That’s correct. 

Mr. Hitz. That is all. 

Mr. Roosrver. I have one more question, Mr. Armitage. Do you 
happen to know whether Frontier has any company-owned stations? 

Mr. ArmiraGe. Yes, we do have. 

Mr. Roosevetr. Does it have any commission stations, if you know 
what I mean by “commission stations” ? 

Mr. Armirace. Yes. 

Mr. Roosrve.r. Are these in competition with your dealers? 

Mr. Armiracr. Well, it is possible they are in some cases. I can’t 
answer yes or no. 

Mr. Hitz. But you don’t know. 

Mr. Armrrace. No. 

Mr. Roosrvetr. Would your president know the answer to that, do 
you think? 

Mr. Armrrace. J believe he would. 

Mr. Roosrvetr. Mr. Nellis? 

Mr. Neus. Just one question, Mr. Armitage. I think you said that 
95 percent of your refined product was sold under the Frontier name. 

Mr. Armitage. Yes, approximately. 

Mr. Netuts. Does not some of that go to the unbranded purchasers, 
those who cut prices at the retail level and sell from multiple pump 
operations ? 

Mr. Armirace. When I say it is sold under the Frontier brand, I 
mean that there is a sign out in front of the place of business, and it is 
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identified as Frontier gas, and we sell gasoline to people who do not 
display our sign, and that is the difference. 

Mr. Newus. Yes. When you say display a sign, you are talking 
about the refinery, is that it ? 

Mr. Armirace. No, at the service station. 

Mr. Nexis, But surely you don’t mean to leave the impression that 
95 percent of your gasoline is sold under the Frontier brand and that 
none of that production gets into the hands of the multiple-pump re- 
tail outlet ? 

Mr. Armiracr. Yes, I mean that, because I can differentiate be- 
tween people who do sell our gasoline under our brand name and those 
who don’t. 

Mr. Neus. They may buy it under your brand name, but sometimes 
they don’t sell it under your brand name; isn’t that right? 

Mr. Armirace. That’s correct ; that’s correct. 

Mr. Netuis. So this figure of 95 percent is—I don’t want to say mis- 
leading—but it is not quite accurate. 

Mr. Armirace. I think it is reasonably accurate. 

Mr. Nexus. Well, now, I want to get that on the record, if I may, 
Mr. Chairman. If 5 percent of your entire production is sold without 
the brand name “Frontier” on it, you know where that is going. That 
is going to the multiple-pump chain operator, so-called; is that right? 

Mr. Armirace. Yes. 

Mr. Neuuts. Surely that 5 percent does not represent the entire 
amount which you sell to that man because he may come to your place 
of business and buy it under your Frontier label and sell it under any 
label that he pleases; isn’t that correct ? 

Mr. Armirace. Yes. 

Mr. Neuuts. Thank you very much. 

Mr. Roosrvetr. I am going to have one more try, Mr. Armitage. 
Do you know of any instances where your company-owned station or 
your commission station has been in competition with your dealer 
and has posted a different price than your dealer station ? 

Mr. Armitace. No, I don’t have any knowledge of any particular or 
specific case ; no. : 

Mr. Roosevett. In other words, you don’t know the pricing prac- 
tices of the-—— 

Mr. Armrrace. I don’t know. 

Mr. Roosevett. Thank you. Thank you, Mr. Armitage. We ap- 
preciate it, and we will be in touch with the president of your com- 


pany. 
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(The chart referred to is as follows:) 
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Mr. Roosrveit. The committee will next call a group of gasoline 
retailers, Mr. Coffman, Mr. Colvin, Mr. Hatch, and Mr. McKenzie, and 
= committee would also like Mr. Silvernail to come forward, if he 
is here. 

I might explain, gentlemen, that the committee is doing this in the 
interest of time. We still have a great many other people to hear, 
and we are going to put some questions to you. I will appreciate it if 
whichever one of you thinks you want to answer, please answer, and 
then of course if any of the others don’t feel that that answer is suf- 
ficient, we will be very happy to have you fill in or make a further state- 
ment, but if we possibly cannot have any repetition, we would appre- 
ciate it. 

Will each of you raise your right hand ? 

Do you solemnly swear that the testimony you are about to give be- 
fore this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Corrman. I do. 

Mr. Corvin. I do. 

Mr. Harcu. I do. 

Mr. McKenzie. I do. 


TESTIMONY OF BUZZ COFFMAN, EXECUTIVE DIRECTOR OF THE 
PETROLEUM RETAILERS ASSOCIATION, DENVER, COLO.; F. B. 
COLVIN, KEARNEY CONOCO LESSEE, DENVER, COLO.; CHESTER 
HATCH, TEXACO C0., LESSEE, GREELEY, COLO.; AND WAYNE 
McKENZIE, CONOCO LESSEE, DENVER, COLO. 


Mr. Roosrverr. Would each of you identify yourself beginning on 
the left over here and down the line and then give your address to the 
reporter. 

Mr. Corrman. I am Buzz Coffman, executive director of the Petrol- 
eum Retailers Association, 2402 Curtis, Denver, Colo. 

Mr. Corvin. F. B. Colvin, 6630 East 6th, Kearney Conoco lessee, 
6630 East 6th Avenue, Denver, Colo. 

Mr. Harcu. Chester Hatch, 2005 8th Street, Greeley, Colo. Iam a 
Texaco Co. lessee. 

Mr. McKenzir. Wayne McKenzie, 3348 West Amherst. I am a 
Conoco lessee. 

Mr. Roosevetr. Mr. Silvernail is not here. 

I would like to make it clear, in this instance, the committee has done 
what it frequently does in order that there can be no misunderstand- 
ing, especially where a dealer is in a position of being a franchise 
holder or a leaseholder from a supplier; the committee as a matter 
of course issues subpenas for the attendance of these individuals, and 
we have issued subpenas to Mr. McKenzie, Mr. Hatch, and Mr. Colvin, 
and I believe, gentlemen, they were duly served upon you, is that 
correct ? 

Mr. McKenzie. Yes, that is correct. 

Mr. Roosevett. At this time I will ask the counsel whether he would 
read affidavits made by Mr. Colvin, who is, I believe, a dealer for 
Conoco, from Mr. McKenzie, also a dealer of Conoco, and from Mr. 
Hatch, who is a dealer of Texaco. Mr. Nellis, will you proceed? 
Mr. Netuts. Yes, sir. 
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I will start with the reading of the material furnished to the com- 
mittee by Mr. Colvin under oath. 


F. B. Colvin, being first duly sworn upon oath, states as follows: 

That he is the lessee of Kearney Conoco Service Station located at 23d and 
Kearney Street, Denver, Colo.; that at the commencement of the gas war on 
the 12th day of September A. D. 1955, Mr. Ed Sullivan from Continental Oil Co. 
contacted the affiant and advised me of the price to be put into effect. I was 
further advised that if I was to receive my competitive allowance I would post 
prices as they (Continental Oil) advised me, otherwise I would be billed as to 
straight prices with no competitive allowance shown. 

Further affiant saith not. 


Is that a correct statement, Mr. Colvin? 

Mr. Corvin. That isa correct statement, sir. 

Mr. Netuis. Now, I would like to read a letter which you, Mr. Col- 
vin, directed to Mr. M. T. Swanson, of the Continental Oil Co., and 
the subject is, Your Proposal To Establish Kearney Conoco Service 
Station as a “C-—C” Station. This letter is dated November 6, 1956. 


Dear Mr. SwANson: Your proposal to establish my station as a commission 
operation has been carefully studied, and I am unable to accept the offer. 

This letter outlines several reasons why the commission plan would not achieve 
desirable results from either the Conoco viewpoint or my own as station operator. 

1. Profitability of operation for the operator would be sharply curtailed due 
to inadequate margin. This would naturally make any established businessman 
less able to do a good job, and less inclined to do so. 

2. Kearney Conoco has always excelled as an example of top service with 
neat, cheerful, and efficient employees. This has been achieved by paying well- 
above-average wages and training the sales staff to render outstanding service. 
©-C margins would not permit these policies to continue. 

3. The commission plan’s stated objectives as outlined in the foreword of your 
Conoco manual on C-—C operation do not fit Kearney Conoco, as shown below: 

“(a) Your first objective is stated as: ‘To increase range of selectivity for 
the securing of potentially successful operators.’ ” 

Answer. You already have a highly successful and profitable operator who is 
ready and willing to continue operating on his present lease basis. 

“(b) To educate and train.” 

Answer. Kearney Conoco employees are outstanding in both service and sales 
ability, and several have gone from our operation to operate successful stations 
of their own. 

“(c) Toexplore the advantages of direct supervision.” 

Answer. This can be achieved through normal turnover and new outlets, with- 
out disrupting presently successful operations. 

“(d) To evaluate the desirability of C-—C.” 

Answer. This objective can also be achieved through new outlets and normal 
turnover of existing outlets. 

Continental Oil customers in the Kearney Conoco area are very closely inter- 
woven with Bax Colvin customers, and a very substantial part of the sales volume 
at this station is based wpon personal friendships formed during 10 years of 
pleasant business relationship. 

Colvin charges to these personal friends average over $7,000 per month or about 
one-third of total sales volume. Many of these customers come from out of the 
immediate area and pass Conoco and other stations on the way. 

Conoco and Colvin have been a good team in this area, and together both have 
achieved notable success. The volume growth in the area during a period of ris- 
ing area population, and the steady level of volume maintained in spite of in- 
creased competition tell the story on this subject. See the chart attached for 
graphic proof. 
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You have a chart here which shows performance for 1946 to 1956, is 


that correct, sir ¢ 
Mr. Corvin. Yes. 
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Mr. NELLIs (continuing) : 


Your growth in the entire Denver area can best be achieved by continuing to 
reward a good man when he does a good job. Renewal of the present lease ar- 
rangement is the reward I ask, and which I have earned. 

Conoco can ill afford to lose its customers in this area. Neither can I, and I 
have no intention of doing so. 

Your proposal to place Kearney Conoco on a commission bais has caused grave 
concern among many leading Conoco dealers, and among the officers of the Petro- 
leum Retailers Association. The commission plan may have merit, and your right 
to explore the plan is not involved here. The worthy objectives:outlined in your 
company’s operating manual are not involved. There is only one basic issue in- 
volved, that of rewarding a 10-year loyal dealer by stripping him of his in- 
dependence, slashing his profits drastically; or continuing to earn a very hand- 
some profit on your company investment, and permitting your lessee-operator to 
earn a good living for himself and his family. 

Your manual infers throughout its pages that “C—C” operation is a step toward 
the more independent lease operation. There can be no doubt that a step from 
“lease style” to “commission style” is a long step backward. 

I look forward with you to continued pleasant relations, and urgently request 
that you execute the standard lease form tendered to me several months ago. 


Signed “Very truly yours, Kearney Conoco Service.” 

Did you send that letter to Mr. Swanson on that day ? 

Mr. Cotvin. Yes; I did. 

Mr. Netuis. Now, Mr. Chairman, I have a response to that letter 
that was sent to Mr. Lyons and a long list of officers of the Petroleum 
Association along with a group of other Conoco dealers whom I 
believe were also involved in this attempt to change over to com- 
mission stations. This letter is dated November 28, 1956, on the 
letter of the Continental Oil Co., Box 2197, Houston, Tex., L. F. Me- 
Collum, president. It is addressed to Mr. Derald Lyons. 

Was Mr. Lyons at that time the president of the Petroleum Re- 
tailers Association ? 

Mr. Corrman. Hestill is. 

Mr. Nexus (reading) : 


DEAR Mr. Lyons: My delay in replying to your letter on the subject of F. B. 
Colvin’s service station and our policy on C-C type operation has been prin- 
cipally due to my absence from town. I believe I have met most of you during 
my visits to Denver, and I have felt that the boast of the Denver staff as to the 
caliber of their lessees was justified, but evidently we now have some problems. 

I understand that we have been considering converting the station which Mr. 
Colvin has been leasing to a C—C type operation, but that even prior to the receipt 
of your letter we had advised Mr. Colvin that we would study the situation and 
the study is now being made. We do not wish to act unreasonably, but this 
station has not been maintaining its gallonage. Our rentals are dependent upon 
the volume of sales and so this is a very serious matter to us. We have always 
thought most highly of Mr. Colvin and still do, but feel that this situation 
does require reappraisal. 

You as well as Conoco must always have the consumers’ interests foremost in 
mind. Without the consumers being satisfied, neither you nor we can make a 
profit. It was for this reason we concluded that in certain situations a C-C 
method of operation might be necessary. We have not adopted any firm or 
final policy with respect to this type of operation but may want to experiment 
on some stations. 

Of this I can definitely assure you: There is no reason for any lessee who 
is properly managing his station to feel insecurity insofar as company policy 
with respect to dealer relationship is concerned. We have always favored the 
independent businessman-lessee type of operation—we still do—and we respect 
your desire to operate with the greatest freedom. 

I do not see any unresolvable conflict between your position and that of our 
people. In fact, our interests appear to me to be mutual. I know from talking 
to our Denver people that they for some time have had the feeling that they 








26 DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 


have been unable to get their full side of the picture across to their lessees, and 
from your letter it is evident you and several of the other lessees have some- 
what the same feeling with regard to your side of the matter. In a case like 
this I have always felt very strongly that there was nothing as healthy or as apt 
to lead to a satisfactory solution as a direct face-to-face exchange of views. 
I am proposing this to our Denver group, with the hope that a meeting with 
you can be arranged and our mutual problems solved. I intend to keep advised 
on the matter and to follow it with interest. 
Sincerely yours, 
L. F. MoCotituM. 

Was that letter received by you, Mr. Colvin ? 

Mr. Corvin. Yes. 

Mr. Netuis. Would you please tell the committee in your own words 
what resulted from, first, the information that you furnished i in this 
affidavit which I read, concerning Mr. Ed Suilivan in Continental 
Oil Co., and second, with respect to the attempt to put you on a com- 
mission basis ? 

Mr. Corvin. Well, in the case of the price setting, I went ahead, I 
believe, at the time 

Mr. Neus. Could I interrupt you, Mr. Colvin? Would you please 
speak up? It is very hard to hear you. 

Mr. Corvin. I say in the case of the price setting at the time I be- 
lieve I went ahead. I was selling ethyl at possibly 2 cents over the re- 
quested posted price, and I went ahead and continued to sell it that 
way for, I will say, approximately 2 weeks, at which time the insistence 
on this posting of the price that they requested with this constant 
referral to the subsistence being cut off if I didn’t, so eventually I did 
post the required prices—requested prices, I should say. 

Mr. Nexus. How long after the first conversation with Mr. Sullivan 
did you do so, do you remember ? 

Mr. Corvin. I believe it was possibly 2 weeks after I finally decided 
maybe I should. 

Mr. Roosevert. In other words, Mr. Colvin, the pressure or the 
threat of what was going to happen to you if you didn’t finally made 
you give in. In other words, as you said, you believed that otherwise 
you would be billed on straight prices with no competitive allowance 
shown, in your words. 

Mr. Corvin. I don’t say it was pressure. I would say I was re- 
minded, and rather than create an ill feeling, why I finally decided to 
go along with the issue. 

Mr. Roosevett. Would you say that you felt completely free to do 
as an independent businessman what you wanted to do, or 

Mr. Corvin. I didn’t do exactly as I wanted to do, no, but there 
comes a time when perhaps you figure, well, if you can’t whip ’em, 
join ’em. 

Mr. Roosevetr. If you can’t whip ’em, join em. Thank you, sir. 

Mr. Neuus. Now, with respect to the commission-station situation, 
Mr. Colvin, would you explain in your own words just what the result 
of this situation became? Mr. McCollum did say there was going to 
be a meeting. Did one take place ? 

Mr. Corvin. Yes. Mr. Swanson called me to the office, and we had a 
very nice chat about the whole thing and went over records, and he 
in turn was wondering why, I believe, more than anything else that the 

gallonage had dropped, and I had several good reasons, which in my 
opinion was the fact that there used to be 4 of us cutting a large area 
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cake out there, and now there are some 17, and I believe their biggest 
concern was volume failure, which possibly dropped from fifty-some- 
thousand gallon down to about 40,000 gallon. 

Mr. Rooseverr. Mr. Colvin, how many of those 17 were also Conti- 
nental Oil stations ? 

Mr. Cotvin. They had no more representation in the area. 

Mr. Roosrvect. They were all new brands. 

Mr. Cotvrn. Various brands; yes, sir. 


So it was just a mutual agr eement that I should give them the lease 
back. 


Mr. Roosevevt. Is it your testimony that after you explained the 
reasons for the drop in gallonage—— 

Mr. Cotvin. My side of the story ; yes. 

Mr. Roosrvett. How long after that did your lease become renewed 2 

Mr. Corvin. Oh, I believe within a matter of a week I got a renewal 
of lease. 

Mr. Roosrvett. Mr. Colvin, you see this chart. Over here where it 
says “major refiners,” in this case put in the words “Continental Oil 


Co.” Now you, I gather, buy directly from the company, is that 
right? 

Mr. Cotvin. Yes. 

Mr. Roosrveir. Either a bulk station or 

Mr. Cotvin. It is company delivery, yes. 

Mr. Rooseveur. Company delivery. So this would in essence be the 
part of the chart that applied to you; is that correct ? 

Mr. Corvin. Yes. 

Mr. Roosrvert. Now, are you at any time familiar with or have you 
any way of knowing whether you are in competition with certain un- 
branded dealers that may also be buying their gasoline from this same 
source, this same refinery ? 

Mr. Cotvin. To my knowledge I am not in competition with that; 
no. 

Mr. Roosrvert. Do you know of any other posted prices besides 
the tank-wagon price which is posted, and of which you are familiar on 
this side of the chart ? 

Mr. Corvin. No. sir, I don’t. You speak of competition. You are 
referring to our own area ? 

Mr. Roosrverr. Yes. 

Mr. Cotvin. Ora Denver area. 

Mr. Roosevetr. Well, your own area and the Denver area because 
{ presume that you would be affected by other conditions in the Denver 
area to some extent. 

Mr. Corvin. In the Denver area, that is, outside of Denver, I will 
say, that involves Continental station selling less that cuts into my 
business. 

Mr. Roosrvett. Is this a company-owned station ? 

Mr. Corvin. No, sir. 

Mr. Roosrvetr. This is another dealer ¢ 

Mr. Corvin. I don’t think it is. 

Mr. Roosrveit. Would you be concerned if it was publie inferma- 
tion that came to your attention or that you knew you could receive 
that you were receiving competition from an unbranded dealer that 
was being serviced by Continental Oil Co. ? 

Mr. Corvin. Yes, sir. 
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Mr. Corrman. May I? I think the station he is referring to is a 
station on the South Colorado Boulevard which is supplied by a job- 
ber, and he is well known as being a price cutter, and he was selling 
up until just a few short weeks ago Conoco gasoline under the Conoco 
label at a price which you never knew because he had his prices covered 
up on his pumps, but usually it was anywhere from 3 to 6 cents under 
the going price at the major stations, but he owned his own business, 
and he was supplied through a jobber, which would be the center. 

Mr. Roosrvetr. Through : a jobber that was 

Mr. Corrman. Continental. 

Mr. Roosrvett. Continental jobber. 

Mr. CorrMan. Yes, sir. 

Mr. Roosrvexr. If the price war starts through one of these people 
over here, and such an arrangement as is suggested to you by the 
representative of Continental ‘Oil Co., what proportion of whatever 
the reduction is that you are requested to make is assumed by you, 
and what proportion is assumed by the company? Let’s say you are 
requested to reduce your price 3 cents. What portion of that 3 cents 
would come out of your margin and what portion would normally be 
taken by the company ¢ 

Mr. Corrman. I would have to check records to be positive. I 
believe it is about 70-30, we receiving the 30 and the company standing 
the 70, percentagewise. 

Mr. Roosrveir. Let me get that straight. The company gives you 
80 percent of the cut. 

Mr. Corrman. No. 

Mr. Roosrvetr. Seventy percent of the cut. 

Mr. Corrman. We have to do some figuring here, sir, to be able to 
give you an answer. 

Mr. Roosevett. If you would figure it and then supply it to me a 
little later. Does there come a point at which you might be required 
to lower your price where any profit margin as far as you are con- 
cerned is wiped out ? 

Mr. Corvin. Again, please ? 

Mr. Roosevenr. During a price war does a required drop in the 
price, in order to meet this competition, ever reach a point at where 
your profit margin practically ceases to exist? In other words, sup- 
pose you have a margin of, let’s say, 5 cents; have you ever been in a 
price war where your margin was comantatuly wiped out ? 

Mr. Cotvrn. I think that diverts directly back to this insistence of 
mine that I maintain my price of 2 cents above if I wanted to during 
the gas war, because when you are referring to that, you are referring 
to the matter of overhead, and your over head is your help, and as T 
stated in the letter, I was paying above average wages for above top 
help, above-average help, and, consequently, “did I not achieve the 
price I though was fair above the fixed price or set price, I felt that 
I would be losing money ; yes. 

Mr. Roosevett. In other words, you would be forced to lose money 
under that system. 

Mr. Corvin. Yes. 

Mr. Rooseverr. At any time, Mr. Colvin, has there been a situation, 
to your knowledge, where one of these C-stations or company-owned 
stations was in competition with you? 

Mr. Corvin. Not to my knowledge, sir. 
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Mr. Roosrvett. Not in your area? 

Mr. Corvin. No, sir. 

Mr. Nexxus. Mr. Coffman, I note that this copy of this letter of Mr. 
McCollum’s was sent to you as well. 

Mr. CorrmMan. Yes, sir. 

Mr. Neus. Do you know of your own knowledge how many of 
this group to whom copies were sent actually were converted to C and 
C-type stations at a later time ? 

Mr. Corrman. Well at some point in the hearings I wanted to bring 
out that we in the Petroleum Retailers and I am sure the signers of 
this letter wanted to commend the Continental Oil Co. in the manner 
this was settled because as a result of this they got rid of the C-type 
station in Denver, and we have none, and those that were C-type 
stations were converted back into lessee stations, and we were ex- 
tremely proud to have worked with them on it, and we think they did 
a very good job. 

Mr. Roosrvetr. In one lesson that could be pointed out of this that 
where you are properly organized you are better able to achieve a 
fair result such as the one you achieved in this instance? 

Mr. CorrmMan. Yes, sir; and I think it was the group of dealers that 
actually brought home the point how serious it was to the dealers 
themselves that made the Continental Oil Co. actually look at it prob- 
ably from a little different angle than they might have had Mr. Colvin 
attempted to do something by himself, but they did respond very well, 
and we are very happy about it. 

Mr. Neus. Have there been any recent changes back toward the 
situation you had in 1955? 

Mr. Corrman. No, sir; and one of the reasons, I might say, we 
wanted to particularly bring this out because this is a situation that 
could become a serious problem again with some other company. We 
don’t approve of C-type stations because of the nature of their being 
price-setting locations, and we wanted to bring out this particular 
situation, even though it has been settled. 

Mr. Roosevett. Mr. Hill? 

Mr. Hitt. Yes. Mr. Colvin, let me ask you this question: You 
are talking about your lease. How much time are you notified in ad- 
vance that your lease will be canceled ? 

Mr. Corvin. Well, ordinarily my lease is due up the ist of August 


and ordinarily I have a copy of it by the 1st of July. Last year it came 
the ist of July 


Mr. His Just 30 days. 

Mr. Corvin. Yes. 

Mr, Hix. Let me ask you this: for how long a time is your lease 
usually made? For what term ? 

Mr. Corvin. It is made for a 1-year period. 

Mr. Hix. Is that customary in gasoline stations where they are 
owned by the 

Mr. Corvin. I think it is fairly common; yes. I think everyone 
would appreciate a longer lease, however, due to the fact that your 
investment in a station any more is 10 times greater than the amount 
it used to be. I think it should be no more than fair that 











Mr. Hi. If you really were going to be independent and knew 
something about your opportunity to get into other stations, how 
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much time would you suggest a lease should be made for, to be fair 
to you? How long a time would you suggest? A year is not long 
enough in my Own opinion, and I have been in business longer than 
I have been in politics, 

Mr. Corvin. I say, with the investment you have in a large station 
nowadays, a year’s lease on an investment of that size, it is not a good 
security at all, and I think it should be from 3 to 5 years. I think 
it should be noncancelable without going through a board of hearing. 
I don’t think anyone should have “the priv ilege of coming out and 
saying, “I am sorry, you are out, and that’s it.’ 

‘Mr. Hix. I don’t see how you could have a board hearing on it 
when the company owns the station, but let me ask you this: Is there 
any reason in the world why you, operating like you are, couldn’t 
have 3 months’ notice or m: Ly 6, if they are going to cancel your lease ? 

Mr. Cotvin. Well, you should still have a 3- year lease. A notice 
would do you no good on a 1-year lease. A year is a short time to begin 
with, and in 3 months—you might just as well have 1 month in my 
opinion. All you do is prepare yourself for a different location. 

Mr. Hix. Are you still operating with the same company ? 

Mr. Corvin. Yes. 

Mr. Hix. And you lease is satisfactory now ? 

Mr. Cotvin. Yes, sir. 

Mr. Hix. It isstill 1 year? 

Mr. Cortyrn. Yes, sir. 

Mr. Hitz. And still 30 days’ cancellation. 

Mr. Corvin. It is 10 days to 30 days. It is in that vicinity, I will 
say sir. A short term—— 

Mr. Hux. Well, if there were extenuating circumstances, I think 
they should have a right to cance} it. If someone having a good sta- 
tion just made up his mind to leave, there may be circumstances where 
it should be canceled, but as to the usual customary length of time, 
it seems to me that you are correct on 3 years, and cert: uinly on a 3-year 
lease you ought to h: ave more than 30 days. 

Mr. Cotviy. That's right. 

Mr. Roosreverr. Will my colleague yield for a moment? 

Mr. Huw. Certainly. ‘ 

Mr. Roosrvevr. Mr. Colvin, it has been said to this committee that 
one reason longer leases are not available in the industry, except I 
understand some companies now are making them more available, 
is because the dealers don’t want them; that a dealer, a good dealer, 
is so happy with life with his supplier he doesn’t even need a lease 
at all. Now is this a reasonable point of view for a businessman to 
take? Any three of you here, would you prefer to have a longer lease 
if one was available? 

Mr. McKenzir. Absolutely. 

Mr. Haren. I would. 

Mr. Roosrveir. How long have each of you been in the business? 

Mr. McCotium. Ten years. 

Mr. Haren. Since 1939. 

Mr. Roosevetr. Well, longer than that, and you have been—— 

Mr. Corvin. Eleven years. 

Mr. Roosevett. In other words, you are not fly-by-night people, 
you are seasoned people in the industry, and you tell this committee 
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that in your opinion, if these longer leases were available, it would 
be good business, and it would make for better dealer relationships for 
the companies. 

Mr. Corvin. Well, it all reverts back to the fact that in the well- 

organized and well- -operated station there is a tremendous amount 
of hours invested i in it, and you invest those number of hours over a 
period of 1, 2, 5, 10 years, you don’t like to feel that some day inside 
of 30 minutes to an hour or 30 days that someone is going to come 
along and take that away from you. 

Mr. Roosrvetr. And even regardless of the fact that you could go 
jumping over tomorrow to some other supplier, it would mean that 
you had to develop a new business, wouldn’t it? 

Mr. Corvin. Well, you wouldn’t—the prospects of that as against 
the possibility of the company canceling you out would be 2,000 to 1. 
If you have a good business, you don’t step away from it and leave it. 

Mr. Harcn. I think in a period of time you develop company 
loyalty. I certainly have a lot of respect for the Texas Co., and with 
company loyalty, loyalty to the products, loyalty to their management, 
loyalty to friends you develop within an organization, I don’t think 
there is any dealer wants to jump from one brand to another. 

Mr. Roosrvenr. That’s right, so the practical side of it is, even 
though they say to us, “There is such a demand for good dealers,” 
the actual facts of life are while there may be a demand for good 
dealers, a good dealer as a matter of good business wouldn’t want to 
shift from one supplier to the other. 

Mr. Harcu. That’s right. You build your business in a location. 
For instance the lease I have now I have been in there since 1944. 
You build your customer clientele, you build your customer volume, 
you total sales volume, confidence and good will in that area, and 
maybe you—I think you could investigate » and find out, there is a wide 
variance in rentals paid by different dealers, on the highway, off the 
highway, majors, independents, and due to those rentals—in my case, 
I know I am paying more rental than some other dealers two blocks 
from me, but I also know my location is worth the difference in rental. 
I recognize that point, and to me if you are in business and have a 
major investment, which we have, there are times that you would go 
out and invest more in equipment that would do a better job for you 
and your customers if you had a longer term lease. I think a longer 
term lease with the dealer would be welcomed with open arms. 

Mr. Hitt. Mr. Hatch, another question. I know your station quite 
well, too, because I have purchased gasoline and had tires repaired 
there. Let me ask you this question: It is not only gasoline that you 
are dealing with, and it is not only people that buy gasoline and oil 
that you are dealing with, but the ‘present station today is a complex 
business, and you have a number of articles that you supply car owners 
besides gasoline. Now, the question T want to ‘ask you is this: Have 
you had any particular difficulty in carrying the stock of goods that 
you wish to carry? Now I know this committee has looked into that 
because many of the stations, if they purchase a different oil or dif- 
ferent type of automotive supplies, get into difficulty with the com- 
pany. Now, have you any suggestion to make on a longer lease? 
How would you cover that in your lease ? 

Mr. Haren. No, I think there you are getting into a practice that 
is current. A major oil company likes you to go to a major supplier 
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of their preference. In other words, in my case I have my privilege 
of going Goodrich or Firestone. Now, my company does not coerce 
me and tell me that I have to buy 20 percent, 50 percent, or anything 
else. It is wide open. I have my selection there. They do request 
I go one of two ways because of company ties and commissions back 
and forth between them, but which is perfectly all right. I have my 
privilege of going to 2 major brands, 2 brand names, which is im- 
portant to me, and they do not tie me down hand and foot. I can xo 
outside, I can buy from local suppliers. I have B. K. Sweeney’s; 
I have Pioneer Auto parts; I have Silver Auto Supply locally that I 
buy from. I buy the major part of my supplies from Firestone be- 
cause I have a Firestone price, and the more volume I can set and 
establish for myself, the better purchase price is accomplished for me. 
Consequently I stay pretty much with my Firestone supplier. 

Mr. Hitt. Would you be giving away a secret if you told the com- 
mittee what percentage of your business in the station might be auto- 
motive supplies rather than just straight gasoline or oil, just precent- 
agewise ? 

Mr. Harcu. Roughly out of my total volume last year, about a third 
of my business is TBA. 

Mr. Hitt. Do you include greasing and washing, too? 

Mr. Harcn. Not in that. That is another service. That is labor. 

Mr. Hixx. That is all, Mr. Chairman. 

Mr. Roosrvetr. I have one question which either one of you can 
answer and if the answer is not the same for all of you, I wish you 
would elaborate. On the question of oil I presume that you sell the 
oil that is recommended or that is put out by your own companies, is 
that correct, primarily ? 

Mr. Harcu. Yes. 

Mr. McKenzie, Primarily, yes. 

Mr. Roosrvett. Do you stock and are you free to display at equal 
advantage any independent oils ? 

Mr. Haren. No. 

Mr. McKenzie. No, sit 

Mr. Roosevetr. You are not? Why not? 

Mr. McKenzim. I stock, but I do not display other oils. 

Mr. Roosevett. Why ? 

Mr. McKenzie. It probably wouldn’t be good relations more or less. 

Mr. Roosrvetr. Wouldn’t be good relations with whom ? 

Mr. McKenzie. With my supplier, because I am primarily a Con- 
tinental Oil dealer, and so I sell their oil. Naturally it is more bene- 
ficial to me financially. 

Mr. Rooseveir. Now explain to me how it is financially. 

Mr. McKenzie. I can buy it at a better price than I could other oils. 

Mr. Hitt. You buy a larger volume, too. 

Mr. McKenzie. Yes, that is true. That is where I get my financial 
price. 

Mr. Roosrvert. Do you ever get a comparable deal to your Con- 
tinental Oil deal offered to you by: an independent oil ? 

Mr. McKenzie. No, sir. 

Mr. Roosevett. Never have had it. 

Mr. McKenzim. Never. 

Mr. Roosevertr. Have you, Mr. Hatch ? 
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Mr. Hatcu. Oh, I could buy outside oils at a comparable price, 
but—— 

Mr. Roosrvett. Why can’t you, Mr. McKenzie? 

Mr. McKernzir. Well, we will put it this way: We have customers 
that like Continental gasoline, they like the lubrication, they like the 
station, but they for years have used Pennzoil, so that is all they will 
have in their car. My percentage of those customers is probably 1 
percent of my total trade or maybe 2. So my buying power over the 
year wouldn’t be nearly as good by buying other oils as it would Con- 
tinental oils. I stock that oil, and as I say, I don’t display it because 
it isn’t to my benefit to, for that type of trade that uses, say, McMillan 
or Pennsylvania or whatever they use. 

Mr. Roosrvetr. Let me just get this straight now. You say your 
buying power wouldn’t be as great; that is obvious. 

Mr. McKenzie. That is obvious. 

Mr. Roosrvevt. Nevertheless, Mr. Hatch tells me he can make as 
good a trade. It means that even though you actually don’t buy as 
much, he obviously is in a position to make as good a trade for him- 
self as with, let’s say, Pennzoil. Isn’t that true in your case? 

Mr. McKenzir. Evidently—no, it isn’t true. 

Mr. Roosrvetr.’ I can’t understand why it isn’t true with you, and 
it is for Mr. Hatch. 

Mr. Harcn. There is another factor involved there, I think, maybe. 
In my case our company came out with a multiple brand oil awhile 
back—or multiple season oil, 1OW-30. Previous to that for a period we 
were without that supply. My customers would come in and demand 
it. Consequently I would go out to another dealer and buy it by the 
case and put it in the cupboard, use it as I drew it out. Then after 
we developed our own multiseason oil, I probably reduced my outside 
oil buying by as much as 50 percent. Now, there are jobbers that come 
out of Denver that call on you—we call them piewagon jobbers—that 
call on you and would sell you outside brand oils at a comparable 
price, but again I presume loyalty to your product, you stay with your 
company product as much as you can because in the long run you get 
rebate back at the end of the year on the basis of the number of gallons 
of oil you sell of your own brand. 

Mr. Roosrvetr. This I recognize as a somewhat speculative question, 
but as you may know, one of the suggestions for improvement of dealer 
relationships to make you more independent in the industry has been 
the proposal that the supplier should not be allowed to get a commis- 
sion and therefore be able to push any TBA product. If that occurred 
would you be in a position to give as good service on TBA products 
to the consumer as you can today ? 

Mr. Hatcu. Well, it would put you in a little better competitive 
position. In other words, if a national jobber, such as any major tire 
company, in turn gives some override to an oil company for the privi- 
lege of selling that station, I as a dealer feel that if that were elimi- 
nated—now, for instance in Greeley we have a Firestone company- 
owned store. We have an independent-business man who was a former 
Firestone store manager who now has a Firestone retail store; no gas- 
oline connected with his outlet, however. He is simply a Firestone 
dealer on appliances and fishing gear and tires and so on and so forth. 
However, the tire market is very competitive. It has reached the place 
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where they will come out and tell you, well, it used to be you talked 4 
tens discount to a trucker, you talked 5 tens, you talked 6 tens. I was 
talking to one of the biggest jobbers in northern Colorado in Sterling 
down at a Firestone meeting not long ago, and there are some buys at 
7 tens and 7 tens and a 5. When you go out in competition against 
that, you have to get every penny in your buying power you can to 
meet that competition, and if we had the differential that would give 
us maybe another 2, 7, 9. I do not know what the override is from 
the rubber supplier. 

Mr. Roosevetr. So, in other words, what you are saying is that if 
it was a free and open competitive market, without your feeling that 
through loyalty and through wanting to help your own company for 
whom you are a dealer, the suppliers would probably be able to do a 
better job for you on these TBA items ¢ 

Mr. Harcn. Well, of course that is true. Don’t forget the position 
the businessman is in. He at all times has to get the major profit that 
you can possibly obtain from a customer, regardless of whether it is 
tires, gasoline, or what it is, but if you do run into a tight deal and you 
have a little more leeway, you can go down and meet “competition. 

Mr. Roosrvett. Do you other gentlemen agree with that ? 

Mr. McKenzie. To most of it, yes. You ‘have competition, I don’t 
care whether you are supplied by Firestone, Goodyear, or anyone, it 
doesn’t make any difference, or where you buy. I buy my TBA as 
I wish, more or less. Firestone and Goodyear are my nominated sup- 
pliers, more or less, but I sell and buy just about as I wish. 

Mr. Hix. Let me ask you a question there. Does Firestone have 
a retail store? 

Mr. McKenzie. Yes, they are in competition. 

Mr. Hix. Are you really treated fairly in the purchase of the Fire- 
stone supplies so that you can meet their local retail outlet? 

Mr. McKenzie. Let us put it this way, I can meet their advertised 
prices in the newspapers. 

Mr. Hitz. But behind the shelf or behind the counter-—— 

Mr. McKenzie. Well, that is something I cannot tell you. 

Mr. Hix. But if you found out they were underselling you, you 
would be at liberty to talk to your gasoline and oil supplier and tell 
him what the situation was, and you could tell Firestone to get their 
material out of the station, could you? 

Mr. McKenzie. I don’t know that my supplier would have any con- 
trol over that, about telling that I didn’t want to use Firestone pro- 
ducts. 

Mr. Hix. You don’t mean to tell me there is that close a hookup 
between the Continental Oil Co. and Firestone that they would say 
to you, “Well, if you are going to throw Firestone out, we go, too.” 
They wouldn’t tell you that, would they? 

Mr. McKenzm. Oh, no. 

Mr. Hi. That is what I want to get on the record because I don’t 
believe they would. 

Mr. McKr at Competition is very keen on all products we handle. 

Mr. Hix. I don’t believe you would get into any trouble if the com- 
pany wanted to be fair with a good station operator. That might be 
a way to dispose of a station operator who hadn’t been doing his job 
by simply saying, “We don’t like that, so we are going to cancel your 
lease.” 
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Mr. McKenzm. It is possible, but I haven’t encountered it. 

Mr. Hix. I doubt very much if it happens too often. That is all, 
Mr. Chairman. 

Mr. Roosrverr. Let me ask just one direct question of all three of 
you. I presume the answer is going to be, “No”, but I would like to 
put it in the record. At any time have any of you even been told to 
take a ne TBA product off your shelves by your supplier ? 

Mr. McKenzim. I have never been. 

Mr. Corvin. I have never been. 

Mr. Hatcu. Never have. 

Mr. Netuis. May I proceed, sir? 

Mr. Roosrvert. Mr. Nellis. 

Mr. Nexus. Mr. McKenzie, I have here an affidavit prepared by 
you, and I think it relates to something that is of major interest to 
the committee, and that is the instances in which suppliers provide 
so-called competitive allowances to their dealers at times of price di- 
stress. I am going to read your affidavit which is short, and then I 
would like to ask you some questions about it. You say: 

“IT, Wayne McKenzie, being first duly sworn, depose and say: 

That on the afternoon of November 4, 1955, at approximately 4:30 p. m., Mr. 
Ed Sullivan of the Continental Oil Co., called me on the telephone to inform 
me that the price of gasoline was going to drop a penny effective November 5, 
1955. I was told that the new price was 24.9 cents for regular and 27.9 cents 
for ethyl, and: I would still be protected at 4.5- and 5-cent margins. Since work- 
ing on this reduced margin was costing me about $20 a day and had been ever 
since the gas war started, I decided not to lower my price which would raise 
my margin a penny. On Monday morning, November 7, 1955, my brother and 
partner, John McKenzie, received a call from Mr. Sullivan asking what our 
posted pump prices were. After being told that they were still 25.9 cents he 
was told that we couldn’t leave the price at that figure and still get the com- 
petitive allowance. In the face of this, however, I left the price as it was and 
ordered a load of gas for the next day. At about 9 a. m. the next morning Mr. 
Richard Hedlund, the service station supervisor for the Denver area, called me 
at my home and asked me to reconsider dropping my prices because if I didn’t 
he would have to make an adjustment in my competitive allowance. I refused 
because it was impossible to continue working on their guaranteed margin of 
4.55 and 5 cents. When the gas was delivered the next day I was charged a penny 

gallon more for not having lowered my price. The allowance given me was 
3.2 and 2.2 cents while the allowance given other Conoco stations was 4.2 and 
3.2 cents. 

Did you make that affidavit in that regard ? 

Mr. McKenzie. I did. 

Mr. Netuis. Now, attached to it I see some original invoices, and 
I would like to read them, if I may, Mr. Chairman, and then submit 
them for the record. In the case of Mr. Colvin who is before us today, 
T note that the competitive allowance on the same day, November 8, 
1955, was 4.2 cents on Conoco and 3.2 cents on super, but on November 
9, 1955, which I believe is the next day, the invoice shows the competi- 
tive allowance on regular, 3.2 and super 2.2 or a cent difference. I 
want to submit that for the record, Mr. Chairman. 

Mr. Roosrvetr. Without objection they will be placed in the record 
at this point. 
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(The affidavit and invoices referred to are as follows :) 


AFFIDAVIT 
STATE OF COLORADO 
City and County of Denver, 8s: 

I, Wayne McKenzie, being first duly sworn, depose and say: 

That on the afternoon of November 4, 1955, at approximately 4:30 p. m., Mr. 
Ed Sullivan of the Continental Oil Co., called me on the telephone to inform 
me that the price of gasoline was going to drop a penny effective November 5, 
1955. I was told that the new price was 24.9 cents for regular and 27.9 cents for 
ethyl, and I would still be protected at 4.5- and 5-cent margins. Since working 
on this reduced margin was costing me about $20 a day and had been ever since 
the gas war started, I decided not to lower my price which would raise my 
margin a penny. On Monday morning, November 7, 1955, my brother and partner 
John McKenzie, received a call from Mr. Sullivan asking what our posted pump 
prices were. After being told that they were still 25.9 cents he was told we 
couldn’t leave the price at that figure and still get the competitive allowance. 
In the face of this, however, I left the price as it was and ordered a load of gas 
for the next day. At about 9 a. m. the next morning Mr. Richard Hedlund, the 
service station supervisor for the Denver area, called me at my home and asked 
me to reconsider dropping my prices, ee if I didn’t he would have to make 
an adjustment in my competitive allowance. I refused because it was impossible 
to continue working on their guaranteed margin of 4.5 and 5 cents. When the 
gas was delivered the next day I was charged a penny a gallon more for not having 
lowered my price. The allowance given me was 3.2 and 2.2 cents while the allow- 
ance given other Conoco stations was 4.2 and 3.2 cents.” 

Further affiant saith not. 

WAYNE McKENZIE. 
STATE OF COLORADO, 
City and County of Denver, 8s: 

Subscribed and sworn to before me this 12th day of November A. D. 1955. 

My commission expires February 1, 1959. 

[SEAL] RAMON J. CAMPBELL 
Notary Public. 
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Mr. Netuts. Mr. McKenzie, is it your opinion that this was the actual 
content of the threat contained in the phone call, if it was that in the 
first place ? 

Mr. McKenzie. Right. I feel that it was; yes. 

Mr. Netuis. How long did you suffer that differential of a cent for 
not having posted the correct prices? 

Mr. McKenzie. I would say, approximately, that delivery only or 
the second delivery after that. I can’t be sure, but it didn’t hold for 
more than 1 or 2 days. 

Mr. Netuis. I see. How was that matter adjusted between you and 
Mr. Hedlund and Mr. Sullivan? 

Mr. McKenzie. I sold my gas at the price that I felt that I should 
get out of it. They came along with the same competitive allowance 
to me that they did all the rest of the stations. 

Mr. Netuts. I didn’t ask you that. I asked you how you resolved 
this specific instance in which your competitive allowance was quite 
evidently a cent a gallon less than it was in Mr. Colvin’s case. How 
did you resolve that, specific problem ? 

Mr. McKenzir. I came to Mr. Coffman of the Petroleum Retailers 
Associ ee and gave him the affidavit. That was all I ever said. 

Mr. Newuts. You don’t know what became of it after that ? 

Mr. McKenzie. No. 

Mr. Nextuis. What do you have to say on that, Mr. Coffman ? 

All I want to know, Mr. Coffman, is what you did to restore the 
1 cent differential that Mr. McKenzie was suffering. 

Mr. Corrman. Nothing, sir. 

Mr. McKenzir. Pardon me. There was no restoration. I mean 
automatically they restored it, the next load of gas I had, but I went 

ahead through this present gas war and sold my gas a penny higher 
than any dealer surrounding me, within the immediate area, beca ause 
[ felt that I could not continue through the gas war, I mean, through 
16, 18 months, whatever it lasted, which meant approximately $15 
or $20 a day more, which would mean some help—less overhead and 
more hours for myself. 

Mr. Nexis. It is interesting to me that Mr. Colvin had the same 
problem. His affidavit I read earlier refers to it, and evidently he was 
told his competitive allowance would be reduced if he didn’t com- 
ply. I am wondering what happens to a dealer who has a cent dif- 
ferential to work with, or rather to suffer with, as in your case, and 
how that matter is adjusted between you and the company. Doesn’t 
anyone know the answer to that? 

Mr. McKenzie. Mr. Colvin and I as a number of other dealers de- 
cided we didn’t want to go along with the set prices or quoted prices 
on the gas war, so we had been selling our gas at a cent higher during 
the latter part of the gas war, 12 or 14 months. I would say, and what- 
ever the competitive allowance adjustment was, we went a cent higher. 

Mr. Nets. But your affidavit relates specifically to a time when 
you didn’t get the cent. 

Mr. McKenzir. Yes. 

Mr. Netuis. You are not denying that this occurred, is that right? 

Mr. McKenzie. Oh, I am not denying that at all; no, sir. 

Mr. Harcu. In coming back to our price structure in Greeley last 
summer, during the price war I had a dealer two blocks west of me 
that maintained his normal operating margin all through the price 
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war and the company did not take away the lowered tank wagon price 
from him. 

Mr. Rooseveir. Mr. McKenzie, can I ask you, on what ground could 

Mr. Ed Sullivan come to you and tell you that on a certain date—ac- 
cording to your affidavit he says that—effective November 5, a 
which was the next day, a new price of 24.9 would be put into effect 
How could he say that? How did he know that something was going 
to happen the next day ? ; 

Mr. McKenzin. He suggested that price, I would say. 

Mr. Roosevett. He suggested the price. 

Mr. McKenzir. How he knew 

Mr. Rooseverr. Your affidavit says that he informed you that the 
price of gasoline was going to drop a penny. 

Mr. McKenzir. I imagine ! 

Mr. Roosrvetr. That is your sworn testimony. 

Mr. McKenzie. That’s right. 

Mr. Roosrvett. Is that correct or isn’t it ? 

Mr. McKenzie. That’s correct. 

Mr. Roosrverr. So he informed you it was going to happen. He 
didn’t suggest it, he just told you it was going to happen. 

Mr. McKenzir. Was going to happen; yes. 

Mr. Roosevetr. Right. 

Mr. McKenzie. Right. 

Mr. Roosrvett. How did he know it was if he didn’t have some way 
of putting it intoeffect? How could he say that to you ? 

Mr. McKenzie. Well, he certainly couldn’t enforce it. I mean, I am 
small, that is true, but I can walk away from the place. 

Mr. Roosrverr. In general throughout the area was it put into 
effect? 

Mr. McKenzir. I would say it was; yes. 

Mr. Roosevetr. In other words, while you had courage enough, you 
perhaps and Mr. Colvin had courage enough to stand up, in general the 
rest of your compatriots didn’t stand up. 

Mr. McKenzie. There was another couple of dozen of them did, 
including Mr. Derald Lyons, who is our president. 

Mr. Roosevetr. Out of a total of how many, roughly ? 

Mr. McKenzie. About 15 to 18. 

Mr. Roosrvett. How many again? Iam sorry. 

Mr. McKenzie. Fifteen to 18 lessees out of about 60 or 65. 

Mr. Roosrvetr. In the Denver area? 

Mr. McKenzir. Yes, sir. 

Mr. Roosrver. I just want to drive it home again that it wasn’t 
suggested to you. You testified, “I was told that the new price was 
24.9 for regular and 27.9 cents for ethyl,” is that correct ? 

Mr. McKenzie. It was a telephone conversation, yes, sir. 

_ Mr. Roosrverr. You have no question that you were talking to Mr. 
Sullivan? 

Mr. McKenzie. That is right. I was talking to Sullivan, yes. 

Mr. Nevius. May I ask one additional question, Mr. Chairman? Mr. 
McKenzie, has a situation similar to this occurred since the dates of 
these events, which apparently were in the fall of 1955? Have you ever 
since been called by anybody to tell you that the price of gasoline was 
going to drop on a certain day ? 
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Mr. Roosrvetr. Or was going to go up? 

Mr. McKenzie. Not since that instance. I mean, I, of course, have 
been called if the prevailing price range changed, but not 

Mr. Nexis. Will you explain that? What do you mean? 

Mr. McKenzie. Well, if the suppliers or the gas war is over with, 
naturally they would inform me of it. 

Mr. Nexus. You mean the supplier was going to call you up and 
tell you the gas war was over ? 

Mr. McKenzim. I think so, yes. 

Mr. Nexis. You mean you fellows in the retail gas business 
wouldn’t know it first ? 

Mr. McKenzir. Well, we were not mad at anyone. I don’t know 
why we were in the war even. 

Mr. Hitz. I assume you were all glad it was over, though. 

Mr. McKenzir. We helped pay for it, I will grant you. 

Mr. Hix. I say you were all glad when it ceased. 

Mr. Roosevetr. The time is getting a little short. Would you con- 
tinue with the last affidavit ? 

Mr. Nexus. Yes, sir. My last statement comes from Mr. Hatch, 
and I am going to read it. It was given to a committee investigator 
today, April 16. 


I, Chester Hatch, 1539 8th Avenue, Greeley, Colo., do hereby make the fol- 
lowing voluntary statement. 

I am an independent Texaco dealer, operating a gas station in Greeley, Colo. 
Since 35 percent of my sales are on a credit basis, I require a markup of 0.069 
cents per gallon of gas to meet my overhead. Discount stamps, which com- 
petition forces me to give, cost 0.01 cent and my rental costs are 0.015 cents per 
gallon of gas sold. I operate my station on a 24-hour-a-day basis and my 
weekly payroll costs are $500—my total labor costs during 1956 were $22,000. 

On May 17, 1956, a price war broke out in Greeley. 


I am going to delete the next part of the statement because it is 
headed “It was claimed,” and I do not believe we should have that in 
the record, Mr. Chairman. 

When the price war broke out, Conoco came around with printed curb signs 
and distributed them to all their dealers. They brought the price down from 
32.4 cents to 27.9 cents per gallon. Texaco also reduced prices and guaranteed 
a margin of 0.05 cents of which 0.015 cents was for rent. Several of us dealers 
in Greeley got together and decided to break the price war by lowering the prices 
still further and forcing the major companies to follow us. We lowered it 1 
cent a gallon and a week later we lowered it another cent to 25.9 cents per 
gallon. Conoco later met this price and on December 18, 1956 the price war 
ended. 

My present price is 33.9 cents with trading stamps and 32.9 cents for dealers 
without stamps. 

Ts that a correct statement with that one deletion ? 

Mr. Hatcu. That is correct. 

Mr. Neus. Mr. Chairman, I deleted it because it was hearsay, I 
believe. } 

Now, Mr. Hatch, did there ever come a time when a situation oc- 
curred to you similar to the one that occurred to Mr. McKenzie? Did 
anyone from the Texaco Co. ever ask you to meet a price recommended 
by them or tell you to drop a price? " 

Mr. Harcu. Yes. We were instructed when the so-called Chicago 
plan goes into operation and a gas war is impending or a gas war 
starts, our supplier will come to us and say, “Well, now the price to- 
morrow is going to change.” 
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Mr. Neuuis. Mr. Hatch, I don’t mean your supplier will come. Did 
there ever come a time when this actually happened? Did you not 
tell me that on May 18, 1956, you went to a meeting? 

Mr. Harcn. That is correct. I went down to the Texas Co. bulk 
plant. 

Mr. Nets. Please tell us where and who was there and what was 
said. That is what we want to know. 

Mr. Hatcu. I was there; I have a partner, my son-in-law, that was 
there, and one of the dealers from 22d Street was there, and there was 
one other dealer. I do not remember whether it was the dealer at 11th 
Avenue and 10th Street or 9th and 10th. But there was another dealer 
there, and we were instructed to go on down 

Mr. Netuis. Excuse me. Who instructed you ? 

Mr. Haren. The representative of the company. 

Mr. Newiuis. Who, sir? 

Mr. Haron. Outside salesman. 

Mr. Netiis. What was his name, sir? 

Mr. Harcu. Mr. Sheehan. 

Mr. Netuts. That is a familiar name to us. 

Mr. Roosrvetr. You are not referring to the member of this com- 
mittee, I presume? 

Mr. Harcn. In other words, we were told if we didn’t accept the 
5-cent guarantee, if the price would go down we would not have any 
protection. 

Mr. Neus. By “protection” you mean a competitive allowance ? 

Mr. Harcn. It was the amount of the competitive allowance, yes. 

Mr. Netuts. In other words, you are testifying that Mr. Sheehan on 
May 18, 1956, at this place at Greeley, Colo., stated to you four dealers— 
right? 

Mr. Harcn. That’s right. 

Mr. Netuis (continuing). That you would not get a competitive 
allowance if you did not meet the price, is that correct ? 

Mr. Haron. That’s correct. 

Mr. Neus. All right. Do you recall any other such meetings? I 
want you to testify specifically if you do. If you do not, we would 
rather not have the testimony. 

Mr. Haton. Answering your question, I have normally probably 
carried as high a retail price, along with some other dealers in Greeley, 
more than some of our independent and more than some of our other 
major-brand stations, due to overhead that I have to meet and so on and 
so forth, and previously, if I remember correctly, along about the mid- 
dle of December 1955, 4 or 5 of us were called together and we were 
asked to—— 

Mr. Neturs. Do you remember who? 

Mr. Harcn. The same individuals. 

Mr. Netuts. Yes, sir. 

Mr. Hatcn. We were asked to make our price competitive with our 
competitors. In other words 

Mr. Neus. Who asked you? 

Mr. Harcu. The same gentleman, Mr. Sheehan. 

Mr. Netuis. Mr. Sheehan. Proceed, sir. 

Mr. Hatcn. We were asked at that time to fall in line with our com- 
petition. There were some major stations posting a cent under us, and 
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we were told at that time it would be a good practice, business practice, 
for us to line up with that other major competition in price. 

Mr. Roosrvetr. Mr. Hatch, at that time were you losing volume in 
your station ? 

Mr. Harcu. No, sir; I have never lost volume from my business. 

Mr. Roosrvetr. Therefore, why would it be good business practice 
for you to do so? 

Mr. Harcu. We were told, should a price war come in the future, 
unless we were competitive, our price with other major retailers—in 
other words, we should line ourselves up and be competitive in price so, 
if a gas war did come, we could have the protection the company might 
offer. 

Mr. Roosevett. In other words, you were being told, you were being 
warned that if this price war happened, the only way you would get 
protection from it would be to do what you were told to do in relation 
to the price. 

Mr. Hatcu. We were told to get competitive. 

Mr. Roosevett. Mr. Hatch, you see this same chart over here. Iam 
going to ask you what I asked Mr. Colvin. Do you know whether or 
not your company, the Texaco Co., in your area, sells to any unbranded 
dealers ? 

Mr. Harcu. No, sir; my company does not. My company sells to 
Texas retail stations only, so far as I know. 

Mr. Roosrverr. Do you know from whom, in general, the unbranded 
dealers in your area secure their gasoline ? 

Mr. Harcu. Well, Oriental sells as Oriental; Consumers Oil Co., 
which is one of the largest in the United States, probably, buys from 
Bay. We have a man by the name of Bulleigh that sells Bay. He 
classified himself as an independent. We have another jobber in 
Greeley that does wholesale and retail business. He was Frontier. 
Then he severed that relationship and bought open market for a while. 
I think now he is back Frontier. But, so far as I am concerned, I am 
the only direct company-owned station in town. There are company 
leases. There is an instance of another Texaco dealer at the present 
time in town. After the gas war was supposedly over, on December 
18, it was only 2 weeks later until a man who owns his own outlet and 
retails ‘Texaco gasoline posted a price below the going price. In 
Greeley at the present time 

Mr. Roosrvett. You mean he owns his station ? 

Mr. Harcu. He owns his own station. 

Mr. Roosrvett. He is not a lessee ? 

Mr. Hatcn. He does not have to pay the rental. He probably gets 
some concession from the company for the privilege of selling there, 
and he at the present time is posting 30.9. I am posting 33.9 at the 
present time. Our tank wagon in Greeley is a different structure 
than Denver. In other words, our supply comes from Casper to 
Cheyenne, through the pipeline or to Cheyenne, and it is taken off 
there by tank and delivered to Greeley. However, we are paying 
freight rate, as I understand it, into Denyer and back to Greeley, so 
our tank wa gon is more than Denver. 

Mr. Roosrveit. However, does he purchase at the same tank-w agon 
price as you do? 
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Mr. Hatcu. Yes, sir; supposedly. Now, he has some adjustment 
because he owns his own place, and the company undoubtedly makes 
him some concession for the privilege of selling there. 

Mr. Roosrverr. Then, in other words, he does not pay the same 
tank-wagon price as you do. 

Mr. Hatcu. He pays the same tank wagon on the invoice. What 
happens from there on, I could not tell you. 

Mr. Roosrverr. Mr. Hill? 

Mr. Hm. Yes. Mr. Hatch, in all this advance information from 
the major companies, both when you could expect an increase or when 
you should look out for a drop, did you get the feeling that the com- 
pany was giving you the information to protect you ? 

Mr. Harcu. When the price war hit, they didn’t, because my tanks 
were clear full. 

Mr. Hitx. Well, that wasn’t their fault. 

Mr. Hatcu. No. I normally keep them full, because I figure I 
have a little less evaporation. 

Mr. Hitxi. That is an important thing, in my mind. Are they try- 
ing to protect you from a drop, or are they trying to get you gouged 
just a little bit? 

Mr. Hatcn. No; I don’t think they try to get us gouged. In other 
words, it operates this way: My tanks are full when we go into a 
price war. Sure, I take a loss on my gallonage then, but they also 
tell us— we know before the price is going off, and they fill us full 
before the lowered price goes up and before we go up to a new higher 
price. They fill us up, so we catch it going down, and we are reimn- 
bursed coming up, for, from a company angle, that is fair to them and 
fair to us. 

Mr. Hitt. Would you say, then, that there was nothing unusual 
about the notification you got from the fieldman that this price was 
going to be dropped or increased ¢ 

Mr. Harcu. Well, of course, we didn’t have any warning it was 
going to be dropped, and either the 17th Conoco dropped the price 
or the price setter in our field, and the next morning we were asked to 
go down and take the Chicago plan, go along with it. 

Mr. Hitz. You said Continental did, and Texaco followed Con- 
tinental ? 

Mr. Hatcu. That’s right. 

Mr. Hix. They told you that you should drop your price and they 
would protect you; is that right? 

Mr. Harcu. That’s correct. 

Mr. Hu. Is that usual? 

Mr. Hatcn. That is the customary practice. 

Mr. Hitz. That has been going on for years? 

Mr. Hatca. Well, I went through it in 1950, I believe, when we had 
another disastrous gas war in Greeley. We were forced. We didn’t 
hit the 1955 war the Denver boys had. We managed to maintain our 
price and stay out of it. 

Mr. Roosrverr. In answer to Mr. Hill’s question, is it your asser- 
tion that. Continental Oil Co. is the leader in all of these price wars 
and cutting prices ? 

Mr. Haron. No; I wouldn’t say that. 

Mr. Rooseverr. Who starts them, in your opinion ? 

92285—57—pt. 2——4 
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Mr. Harcu. Well, that is a bad question. I think it is a case of 
coordination between majors, if you want to say that, and maybe in- 
dependents, if you want to say that. That is, what has happened to 
me has happened to Phillips, happened to Conoco, happened to Stand- 
ard, happened to Sinclair, any major brand, I am speaking for my- 
self, and what has happened to me has happened likewise to the other 
dealers in Greeley. 

Mr. Roosrveit. But the leader in this area, as far as price setting 
is concerned, is Continental Oil, and you think most of the other com- 
panies follow the lead set by Continental Oil ? 

Mr. Harcu. That’s right. They follow the pattern in price drop; 
they follow the pattern in price raise. 

Mr. Neuuis. Mr. Chairman, I have a group of other sworn state- 
ments which I would like to put into the record at this point. The 
staff has examined them. They are relevant and pertinent to the sub- 
committee’s inquiry, and I recommend that they be accepted for the 
record. 

Mr. Hitz. They are all local ¢ 

Mr. Netuts. They are all local. 

Mr. Roosgvet. Having to do with this local situation. 

Mr. Neus. That’s right, sir. 

Mr. Roosevetr. In general, do they state the same facts as have 
been stated in the other affidavits presented to the committee? 

Mr. Nexus. Yes. They are cumulative, and that is why I do not 
wish to read them at this time. 

Mr. Roosrvert. Without objection, may we put them in the record 
at this point. 

(The sworn statements referred to are as follows :) 


AFFIDAVIT 
STATE OF COLORADO, 
City and County of Denver, 8s: 

I, Lee Silvernail, being first duly sworn, deposes and says: 

That I am the operator of Lee’s Service, 2400 East 46th Avenue, Denver, Colo., 
a Carter Oil station; that on or about January 20, 1955, a Mr. Ernie Collett, a 
representative of Carter Oil Co., made a routine call to my station. He found 
that I had two cases of mixed foreign oils, the same oil purchased by me from 
the lessee preceding me. Upon noticing said oil, he became irate and advised 
that I had no right having any other oil on the premises but Carter oil. To 
avoid future trouble, I hid the oil in the back room; that a short time later he 
came to the station and unknown to me discovered the oil in the back room. An 
argument ensued and I was advised that if I didn’t get rid of that oil my oil ratio 
drops and they would get a new operator. These threats continued until I 
advised them they could have the station as soon as they could get another man. 

Further affiant saith not. 

Les SILVERNAIL. 
STATE OF COLORADO, 
City and County of Denver, ss: 
Subscribed and sworn to before me this 9th day of November A. D. 1955. 
My commission expires January 20, 1959. 


[SEAL] Georce W. Littret1, Notary Public. 
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AFFIDAVIT 
STATE OF COLORADO, 
City and County of Denver, 8s: 

Osear C. Conveny, being first duly sworn, deposes and says that he is the 
lessee of C. & C. Phillips “66” Service, 8095 East Colfax, Denver, Colo.; that 
during the month of December 1954, Mr. Calvin Powers, of Phillips Petroleum, 
informed affiant that the station was to be torn down and rebuilt, and that said 
operation would be completed in approximately 90 days, and that said new 
station was to be a 24-hour station operation; that the said Calvin Powers 
informed affiant that unless he kept his station open 24 hours per day, affiant’s 
lease would not be renewed; that the said Calvin Powers. further informed the 
affiant that in the new station there would be no competitive TBA products or 
foreign oil handled; that Phillips products would be sold exclusively; that 
affiant was forced to agree to a 24-hour operation, even though within a 5-block 
area 5 stations remained open 24 hours per day, and that aflfiant was forced to 
dispose of all foreign TBA and oil at that time. 

Further aftiant saith not. 

Oscar C. CONVENY. 
STATE OF COLORADO, 
City and County of Denver, 88: 
Subscribed and sworn to before me this 9th day of November A. D. 1955. 
My commission expires January 20, 1959. 


[SEAL] GeorGE W. LitTrRELL, Notary Public. 


PHILLIPS PETROLEUM COMPANY 
LEASE AGREEMENT 
Location S. S. #1631—8031 East Colfax Ave. 


This indenture of lease, made and entered into in duplicate this 16th day of 
June, 1954, by and between PHILLIPS PETROLEUM COMPANY, a corporation, here- 
inafter referred to as “Lessor”, and C. & C. “66” Service of Denver, Colorado, 
hereinafter referred to as “LESSEE”’, whether one or more, 

WITNESSETH : 

1. In consideration of the rents herein reserved, and of the covenants, condi- 
tions, and agreements herein set forth on the part of Lessee to be paid, main- 
tained, kept, and performed, Lessor does hereby demise and lease unto Lessee to 
operate for his own account the following described premises located at 8031 East 
Colfax Avenue and situated in the City of Denver, County of Denver, and State of 
Colorado, to wit: 

Lots Twenty-four (24) and Twenty-five (25), Block Two (2), Welch’s Colfax 
Avenue sub-division, being the Northwest border of East Colfax Avenue and 
Ulster Street in said City, together with the buildings, structures, improvements, 
pumps, tanks, appliances, furniture, tools and other personal property located 
thereon, to be used solely for the purpose of receiving, storing and selling or 
otherwise disposing of petroleum products, petro-chemicals, tires, tubes, bat- 
teries, motor vehicle accessories and related products. 

2. To HAVE AND TO HOLD the leased premises, and all rights, privileges, and 
all rights, privileges, and appurtenances thereunto belonging unto Lessee for a 
period of Twelve months beginning the ist day of June, 1954, and continuing 
thereafter until terminated by either party upon notice in writing given at least 
ten (10) days prior to effective date of termination; provided, that either party 
may terminate this agreement without notice on account of the breach or default 
of the terms hereof by the other party, provided further that in the event of the 
death of Lessee, Lessor may at its option cancel this lease effective as of date of 
serving written notice of cancellation on Lessee’s surviving spouse, or on anyone 
in actual possession of the premises or of posting such notice on any building on 
said premises. It is understood and agreed that if Lessor holds the property 
herein demised other than in fee and if Lessor’s estate in said property shall for 
any reason terminate (whether due to the acts of Lessor or otherwise) during 
the term of this lease, then this lease shall automatically terminate anything 
herein to the contrary notwithstanding. This lease shall not be construed to 
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contain any covenant, express or implied, that Lessor will exercise any option 
or that Lessor will not terminate its estate. 
3. (a) Lessee agrees to pay to Lessor as rent for the demised premises the sum 


08 t. 45..2 sad Dollars ($------ ) per month, payable monthly in advance. As an 
additional rental Lessee agrees to pay to Lessor a sum equal to ~-_--~ cents 
(uiveiss ) per gallon on all gasoline delivered to and/or sold from said station. 


Such rent shall be paid in installments on the date of each delivery of gasoline 
to said station. 

(b) Lessee agrees to pay to Lessor as rent for the demised premises a sum 
equal to Eigth-tenths cents (.008) per gallon on all gasoline delivered to and/or 
sold from said station. Such rent shall be paid in installments on the date of each 
delivery of gasoline to said station; provided that the rental shall not be less 
than Eighty and 00/100 Dollars ($80.00) per month. If the gallonage rental for 
any calendar month shall be less than the minimum monthly rental, the difference 
shall be paid on or before the tenth (10) day of the succeeding month. If the 
Lessee shall fail, neglect, or refuse to pay the rent or any installments or part 
thereof as the same becomes due and payable, Lessor may, at its option, declare 
this lease terminated and re-enter and recover possession of the demised premises. 

4. Lessee will not carry on or permit upon the demised premises any offensive, 
noisy or dangerous trade, business, manufacture, or occupation, or use the prem- 
ise or allow the same to be used for any illegal or immoral purpose. 

5. Lessee agrees to keep the leased premises open for business each day during 
the hours of 6: 30 a. m. to 12: 00 p. m. and such additional hours as he sees fit. 

6. Lessee hereby agrees to assume full responsibility for any losses, costs or 
expenses resulting from suits, demands or other claims for damages to persons or 
property of the Lessee, his employees or third parties, arising out of the use or 
existence of the buildings, structures, improvements, pumps, tanks, appliances, 
tools and other personal property located thereon, and further agrees to in- 
demnify and hold Lessor harmless for any such losses, costs, expenses, damages, 
and any losses, costs or expenses resulting from suits, demands or claims arising 
therefrom. 

7. (a) In accepting this lease, Lessee agrees that all buildings, structures, 
improvements, equipment, etc., are in good repair. Upon the termination of this 
lease, Lessee shall deliver up the premises and facilities to Lessor in as good 
condition as when received, normal wear and tear excepted. Any damage occur- 
ring to the premises or equipment through the negligence or fault of Lessee, his 
employees or invitees shall be repaired or the damaged item replaced at the 
expense of Lessee. Upon occurrence of any such damage Lessee shall notify 
Lessor and Lessor shall determine whether it will proceed to have said damage 
repaired or replacement made at the expense of the Lessee or whether the 
Lessee shall have damage repaired or replacement made at his expense. 

(b) In the event Lessor desires to demolish and rebuild the service station or 
other improvements or add to or remodel any of the improvements or equipment 
during the term of this lease, Lessor shall have the right to do so but shall notify 
Lessee in writing of such desire at least thirty (30) days before commencing such 
work. In the event the station is torn down and rebuilt, a rental during the 
period of construction shall be determined and agreed upon between the Lessee 
and Lessor based upon the extent of the actual operation of the station during 
that period. 

8. This lease shall not be assigned in whole or in part, and said premises or 
any part thereof shall not be sublet, nor shall any rights or privileges herein 
granted Lessee be sold, transferred, or assigned without the written consent of 
Lessor first obtained, and any such sale, transfer, or assignment, whether volun- 
cary or involuntary, shall be void and terminate this lease at the option of Lessor. 

9. If Lessee shall fail to surrender possession upon termination of this lease, 
Lessor shall have the right to take possession by any lawful means, using such 
force as may be necessary, without resorting to any court process. If the Lessee 
shall remain in possession of said property after the date of expiration or ter- 
mination of this lease, and after notice by Lessor to surrender the premises, the 
Lessee will pay as rent for said property during such time a sum equal to four (4) 
times the rent hereinabove provided. 

10. The provisions of this lease shall not be construed as reserving to the 
Lessor any right to exercise any control over the business or operations of the 
Lessee conducted upon the leased premises or to direct in any respect the manner 
in which any such business and operations shall be conducted. 
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11. Lessee shall have no authority to employ any person as agent or employee 
for or on behalf of the Lessor for any purpose, and neither the Lessee nor any 
other person performing any duties or engaging in any work at the request of the 
Lessee upon the leased premises shall be deemed to be an employee or agent of 
the Lessor. 

12. Lessee shall not without the prior consent of Lessor paint or make any 
other alteration of any part of the premises herein leased or place thereon or 
attach thereto any sign or advertisement of any kind. 

13. If any provision of this agreement is contrary to any existing or future 
statute, ordinance, or governmental regulation, or if any provision is held invalid 
by any governmental authority, neither the validity nor effectiveness of any of 
the other terms or provisions shall be affected thereby. 

14. This lease contains the entire agreement between the parties and there are 
no oral agreements, promises, understandings or warranties concerning any of 
the property concerned with this lease. 

15. Subject to the qualifications above provided this agreement shall be binding 
upon and shall inure to the benefit of the parties hereto, their respective heirs, 
executors, administrators, successors and assigns but shall become binding upon 
Lessor only after it has been executed by Division Manager. 

IN WITNESS WHEREOF, The parties hereunto subscribed their names or caused 
the same to be done the day and year first above written. 

PHILLIPS PETROLEUM COMPANY 
By F. M. Burk 
Division Manager 
Lessor. 
C. & C. “66” SERVICE 

By Oscar C. CONVENY, 
Witness : Lessee. 

W. E. BupMAN. By James A. CONVENY. 


D. O. Form #37 


(12/10/53) 
MUTUAL CANCELLATION AGREEMENT 


This Agreement, entered into this 16 day of June 1954, by and between C. & C. 
“66” Service (S. S. #1631) 8031 E. Colfax of Denver, Colorado, hereinafter 
referred to as First Party, and PHILLIPS PETROLEUM COMPANY, a Dela- 
ware corporation having an operating office in Bartlesville, Oklahoma, and a 
division office in Denver, Colorado hereinafter referred to as Second Party: 

Witnesseth : 

In consideration of the mutual advantages to be derived therefrom, and of 
other good and valuable considerations, the receipt and sufficiency of which 
are hereby acknowledged and confessed, each of the parties hereto shall be and 
are hereby cancelled and terminated, effective the Ist day of June, 1954, and 
the parties by the execution of this instrument do hereby release each other 
from any and all claims and demands whatsoever thereunder accruing subse- 
quent to the above specified effective date hereof. 


1. Reseller’s contract DeteG > 222 6258 bee 
LOOTING S23 2ik bE ee oe 
2. Lubricating Oil & Grease Contract Detees i eo 2oS 
WOMOCU Ve? 2 ooo fa a ee) 
8. Customer’s Equipment Lease Datee@ sik Poor Ue ee Se 
WM ective? 2 Bk I 
4. Distributor Agreement—Tire & Tube Dated: ~~____-~-----~--______ 
Wettive eo ai esos Su re dd 
5. A. G. Lease Patee 2. 5iS he Ee 
Meective Fock Do ee Gos 
6. Lease Agreement Dated: January 1, 1950 
Effective: January 1, 1950 
7. Neon Sign Lease Agreement Dated 's  ..nccem eevee eben 
Gch Lah Le aiictibintaet em bidecielbbedt tail) saa os ch ie or ie ee - 
9. 


The said party of the first part hereby surrenders and yields up to the said 
party of the second part all and singular, any and all lands, and premises demised 
by any and all of the foregoing instruments. 
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This instrument shall be binding upon the heirs, administrators, executors, 
assigns and successors in interest of the parties hereto. 

IN WITNESS WHEREOF, the parties hereto have hereunto set their hands and 
affixed their seals or caused the same to be done the day and year first above 
written. 


Witness : C. & C. SERVICE, 
W. E. Brown. By Oscar C. CONVENY, 
First Party 


* PHILLIPS PETROLEUM COMPANY 
Witness : By F. M. Burk, 
ibicghipchilieinbidk tir tapnmaceiirainpiionrgy Sinn etait tae meydetey Division Manager 


AFFIDAVIT 
STATE OF COLORADO, 
City and county of Denver, ss: 

I, Okla Bright, being first duly sworn, deposes and says: That I am the 
operator of Bright’s Texaco Service, 3801 East Colfax, Denver, Colo.; that on 
or about September 13, 1955, a Mr. Roland Meyers, sales representative of Texas 
Oil Co., called upon me at my station and advised that the price of gasoline was 
going down. He said that regular would be 25.5 cents and ethyl 28.5 cents and 
gave me the necessary materials to make a sign to display outside. the station 
and informed me that I would have to display the signs and set my pumps at 
these prices if I wanted to get a competitive allowance which was 4.5 cents 
on regular and 5 cents on ethyl. I complied with his price demands on regular, 
but on ethyl set the price 0.4 cent higher. That 3 days later, Mr. Meyers came 
back to check my prices and on seeing that my price on ethyl was 0.4 cent above 
the price I was told to fix, I was informed by Mr. Meyer that I would lose my 
competitive discount if I didn’t set the price back to 28.5 cents where it was 
supposed to be. 

Further affiant saith not. 

OKLA BRIGHT. 
STATE OF COLORADO, 
City and county of Denver, ss: 
Subscribed and sworn to before me this 9th day of November A. D. 1955. 
My commission expires January 20, 1959. 


[SEAL] GEORGE W. LITTRELL, 
Notary Public. 


AFFIDAVIT 
STATE OF COLORADO, 
City and county of Denver, 88: 

Mr. Gaar I. Potter, being first duly sworn, deposes and says: That he is the 
lessee of Potter’s Skelly service station at 1800 East Evans, Denver, Colo.; 
that on the first day of the gas war, Mr. Wesley Stevens, the plant superintendent 
for Skelly Oil Co. in Denver, Colo., advised me that Skelly Oil Co. was lowering 
the price of gas to 25.5 cents for regular and 28.5 for ethyl, and that as long as gas 
was sold at their prices I would be protected as to 4.5 cents for regular and 5 
cents for ethyl. He further stated that said gas should be sold exactly at their 
figures—not one-tenth over or one-tenth under. That at a later time I contacted 
Mr. Stevens requesting permission to drop my.prices to 19.9 cents for. regular 
and I was advised by Mr. Stevens that this would be .impoessible, and that if I 
did drop said price to 19.9 cents I would lose my price adjustment. 

Further affiant saith not. 

GAAR I. POTTER. 


STATE OF COLORADO, 
City and county of Denver, 8s: 
Subscribed and sworn to before me this 9th day of November A. D. 1955. 
My commission expires January 20, 1959. 
[SEAL] GEORGE W. LITTRELL, 
Notary Public. 
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AFFIDAVIT 
STATE OF COLORADO, 
City and County of Denver, 88: 

I, John G. McCarty, being first duly sworn, deposes and says: That I am the 
lessee of the Conoco station at the corner of Thatcher and Prairie Avenue in 
Pueblo, Colo., and also the president of the Pueblo chapter of the Petroleum 
Retailers Association. That on or about August 15, 1955, Mr. Kenneth Pastor, 
the station agent for the Continental Oil Co. in Pueblo, did call at my station 
and inform me that my lease would not be renewed September 3, 1955. The 
reason he gave was that I didn’t have enough capital to operate the station 
properly. A few days later Mr. Pastor came back and told me that the company 
had reconsidered and under certain conditions would let me keep my lease. The 
first condition was that I would promise in writing that I would resign as presi- 
dent 6f the Pueblo chapter of the Petroleum Retailers and discontinue any active 
participation in the association. A day or so later he said I wouldn’t have to put 
the promise in writing. The second condition was that I handle only the B. F. 
Goodrich TBA line. Nothing was said about my not having capital to operate the 
station properly. I agreed to all their demands in order to have my lease 
renewed. My new lease was signed a few days later. 

That about the middle of September I raised the price of my gasoline in an 
effort to get more margin and forced to put the price back down when Mr. 
Pastor threatened to discontinue my competitive allowance if I didn't sell at 
Contifiental’s quoted price. 

Further affiant saith not. 

JoHN G. McCarry. 
STATE OF COLORADO, 
City and County of Pueblo, ss: 


Subscribed and sworn to before me this 30th day of Noveniber A. D. 1955. 
My commission expires October 27, 1959. 


[SEAL] ANNE Suope, Notary Public. 


AFFIDAVIT 
STATE OF COLORADO, 
City and County of Denver, 8s: 


C. Ray Cutts, being first duly sworn, deposes and says: That he is the lessee 
of Ray’s Texaco service station, 7801 East Colfax, Denver, Colo.; that on the 
12th day of September 1955, I was advised by the Texaco Co. bulk plant that the 
price of gasoline was going down. I was further advised that I would be protected 
to 4.5 cents on regular gasoline and 5 cents on ethyl gasoline as long as I placed 
a big sign in front of the station showing the price of regular to be 25.5 cents 
and the price of ethyl at 28.5 cents, otherwise said gasoline would be billed to 
me at regular tank wagon prices. 

C. Ray Cutts. 
STATE OF COLORADO, 
City and County of Denver, ss: 


Subscribed and sworn to before me this 9th day of November A. D. 1955. 
My commission expires January 20, 1959. 


[SEAL] GEORGE W. LITTRELL, 
Notary Public. 


AFFIDAVIT 
STATE OF COLORADO, 
City and County of Denver, ss: 

I, Roy Livermore, being first duly sworn, deposes and says: That I am an em- 
ployee of John O. Marks, Jr., operator of the Merchants Oil station at 1301 South 
Clayton, in Denver, Colo. That on January 12, 1956, during the absence of Mr. 
Marks, Mr. Art Smith, a representative of Merchants Oil Co., came into the sta- 
tion and on seeing the price of gasoline which was posted on the pumps, re- 
marked, “I’m going to have to call in and report this.” He didn’t make the phone 
eall from the station but went somewhere else. When he came back he said, 
“Orders from headquarters. I’ve got to change your pumps.” He asked me if I 
knew how to change them and I answered that I did not. He then took the 
pump key off the wall, opened the pumps and reduced the prices from 27.9 cents 
to 26.5 cents on regular, and 31.9 cents to 30.5 cents on ethyl. After com- 
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pleting this he got some paper and liquid shoe polish from the back of his car 
and made a price sign which he placed at the curbing. Having done this, he 
told me to tell Johnny that Mr. George Calkins wanted to see him at his office 
that afternoon or at 9 a. m. the next morning. Mr. Smith then left. When 
Johnny did come back, I informed him of what had taken place. 
Further affiant saith not. 
Roy LIVERMORE. 
STATE OF COLORADO, 
City and County of Denver, ss: 
Subscribed and sworn to before me this 23d day of January A. D. 1956. 
[SEAL] GEORGE W. LITTRELL, 
Notary Public. 
My commission expires January 20, 1959. 


AFFIDIVIT 
STATE OF COLORADO, 
City and County of Denver, ss: 

I, John O. Marks, Jr., having been first duly sworn, deposes and says: 

That I am the operator of the Phillips 66 service station at 1301 South Clay- 
ton, Denver, Colo. That the station was leased to me by verbal agreement from 
Mr. George Calkins of the Merchants Oil Co. That Merchants Oil Co. loaned 
me the money to buy the inventory and I have been paying it back at the rate 
of a half-cent per gallon of gas since taking over the station about 10 months 
ago. That on January 12, 1956, I left my employee, Roy Livermore, in charge 
of the station and took the afternoon off. On returning to the station later, I 
found that my regular gasoline had been reduced from 27.9 cents to 26.5 cents 
and the ethyl had been reduced from 31.9 cents to 30.5 cents. Also, a large 
price sign had been placed in front of the station. I was informed by Mr. Liver- 
more that these changes had been made by Mr. Art Smith of Merchants Oil Co. 
during my absence and without my consent. Mr. Livermore also told me that 
Mr. Calkins wanted to see me at his office that afternoon or at 9 a. m. the next 
morning. I refused to go. On the afternoon of the next day which was January 
13, Mr. Calkins called me on the phone and said, “I hear you don’t want to 
run your station any more.” I told him that wasn’t true but I couldn’t operate 
on a reduced margin. He finally said, “You will either sell your gas at 26.5 
and 30.5 cents or else we'll get a new operator.” I told him that I wouldn’t 
sell gas at his price and he answered, “Then we'll get a new operator.” TI then 
asked him if that was the reason he was kicking me out. He said, “That’s the 
main reason.” He said they would get someone to take over from me just as 
soon as possible. I didn’t hear anything from them then for about a week and 
Mr. Smith came into the station. I told him that as long as I was being kicked 
out I didn’t want to stay at the station any more and that as soon as I ran 
out of gas, I was going to lock it up. Mr. Smith didn’t make any comment 
at that time but called later to tell me that if I closed up, I was to take the com- 
plete inventory with me and they would start from scratch with the new operator. 

Further affiant saith not. 

JOHN O. MARKS, Jr. 
STATE OF COLORADO, 
City and County of Denver, 8s: 
Subscribed and sworn to before me this 23d day of January A. D. 1956. 
[SEAL] GEORGE W. LITTRELL, 
Notary Public. 
My commission expires January 20, 1959. 


AFFIDAVIT 


STATE OF COLORADO, 
City and County of Denver, 88: 

Roy Ehrenkrook, being first duly sworn, deposes and says: 

That he is the lessee of Ehrenkrook Service, Broadway at Walnut, Boulder, 
Colo. During the summer of 1952, Mr. W. D. Bottoms, district representative 
for Continental Oil Co., informed affiant that he would have to handle Goodrich 
products exclusively. That affiant would have to dispose of all other competi- 
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tive brands of merchandise. Subsequent to that time, Mr. Dick Peate, assistant 
division manager of TBA sales for Continental Oil Co., informed him that he 
had to handle Goodrich 100 percent or not at all. Subsequent to that time Mr. 
Peate came to affiant’s place of business and upon discovering affiant had not 
disposed of certain Seiberling tires he proceeded to tear down all of Seiberling 
tire displays, piling them in center of floor and at that time affiant had to promise 
Mr. Peate to buy nothing but Goodrich or affiant’s lease would not be renewed. 
Subsequent to that time affiant took part in a Seiberling tire sale. Mr. Bottoms 
required that affiant remove a Seiberling tire sign placed on the outside of the 
station. After being told twice to remove said sign and not doing so, affiant was 
accused by Mr. Bottoms of openly defying hi mand that he didn’t like to be 
defied. The constant pressure by Mr. Bottoms continued until 10 days before 
affiant’s lease was up, at which time Mr. Bottoms and a Mr. Jamison, the Conoco 
bulk plant operator, came to affiant’s place of business and informed him that 
his lease was over the 11th of November of that year, and when affiant inquired 
of Mr. Bottoms as to why he was being canceled out of his lease, affiant was 
informed they didn’t have to have a reason. Affiant then asked Mr. Bottoms if 
the new man to take over the station wouldn’t have to buy the equipment and 
inventory, and Mr. Bottoms answered that he would not. 

When asked what was to be done with the equipment and inventory affiant 
was told that he could put it in his living room, if he wanted to; that the lease 
was given to a third party upon affiant’s lease being terminated; and prior to 
the time of termination, affiant had worked for Continental Oil Co. as a service 
station operator for 24 years. 

Further affiant saith not. 

Roy EHRENKROOK. 
STATE OF COLORADO, 
County of Boulder, ss: 


Subscribed and sworn to before me this 10th day of November, A. D., 1955. 


[SEAL] J. MorGAN REED, 
Notary Public. 


My commission expires March 30, 1958. 

Mr. Newuts. May I say also, Mr. Chairman, I want to thank Mr. 
Coffman and the other gentlemen for the assistance given to the 
subcommittee. 

Mr. Roosreverr. Yes. Thank you very much, and I am going to 
ask if you would work with these gentlemen i in ascertaining how much 
of the drop in price during the price wars is taken over ‘by the sup- 
plier, percentagewise, and how much of it is absorbed by the dealer, 
and if you would try to strike an average over that period and give 
us those figures, we would appreciate it. 

Mr. Corrman. Yes, sir, I will supply them for you. 

(The information referred to will be found in the files of the 
subcommittee. ) 

Mr. Roosrvett. Again I want to thank you gentlemen very much, 
and if you have nothing else to add at this time, the committee will 
stand adjour ned until 1: 4D ). 

(Thereupon, at 12:25 p. m., the subcommittee recessed, to reconvene 
at 1:45 p. m. of the same day.) 


AFTERNOON SESSION 


Mr. Roosrvetr. The committee will please be in order. 

The committee will first ask Mr. Gus Arnoldi and Mr. Roy Cagle if 
they would come forward in order that I may swear them in receiving 
their statements. 

Would you raise your right hands? 
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Do you solemenly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Caete. I do. 

Mr. Arnotpt. I do. 


TESTIMONY OF GUS ARNOLDI, DENVER, COLO.; AND ROY CAGLE, 
COLORADO SPRINGS, COLO. 


Mr. Roosrvetr. The two statements which I have in my hand from 
Mr. Arnoldi and Mr. Cagle are your statements that you wish to sub- 
mit to this committee to be put in the record at this point; is that 
correct ? 

Mr. Cactxr. That’s correct. 

Mr. Arnorpr. That’s correct. 

Mr. Roosrvetr. I thank you. They will be so received and so en- 
tered. 

(The statement of Gus Arnoldi is as follows :) 


STATEMENT OF GUS ARNOLDI 


My name is Gus Arnoldi. I am operator of the Standard Oil Co. service sta- 
tion at 1600 South Colorado Boulevard. I lease the station from Standard Oil 
Co. This station was opened January 12, 1952, and I have operated it since 
that time. Prior to 1952 I was an employee of the Colorado Fuel & Iron Co. at 
Morley, Colo., and operated various service stations for that organization for 
25. years. 

In 1952, I decided that I wanted to operate my own service staion so I came 
to Standard Oil Co. in Denver and talked to Mr. Wolfe, the division manager. 
They were building a station at that time and they told me I could have it when 
it was completed. 

I have had a series of 1-year leases which were automatically renewed until 
my present lease which was given me for a term of 3 years. Since 1952 the 
gallonage at my station has increased each year and my income has increased 
likewise. My relations with the company have been very good and I have never 
had any difficulty whatever. I buy those products sold by the company that I 
choose to buy and I post the prices that I choose to post. My supplier has helped 
me many ways but has never interfered with my running of the business. 

Let me give you an example of the kind of help I have had from my supplier. 
Last year I wanted the company to add an extra service bay to my station. I 
went to the division manager and the regional manager and requested it. They 
invited the assistant general manager of operations all the way from Chicago 
to look at my station, and as a result my request was granted. 

In 1954, the company offered me a maximum rental lease, which means that 
when I have paid up to the maximum specified I have the station for the rest of 
the year, rent free. I reached my maximum rental 4 months before the end 
of the lease term last year and so had 4 months rent free. 

When I started my station in 1952 just my brother and I worked there. We 
put in long hours and worked hard, of course, but now I employ 3 full-time helpers 
and 2 part-time helpers. I pay my best helper over $5,000 a year. 

I consider that I have been quite successful since opening my station. I have 
bought a home which is almost paid for. When we opened the station I put 
about $6,000 into it and would estimate that my business assets now are around 
$18,000, so I have tripled my money in the business, not counting my home. 

I think the service-station business is a good one for any man who is willing 
to work hard to get started. After I opened my station I persuaded three of my 
friends from my former hometown, Trinidad, Colo., to come to Denver and lease 
stations from Standard. All three of them are still Standard lessees and they 
have all done about as well as I have. I don’t think there are any grounds for 
complaining that the business is a poor one for any man who is equipped to run 
his own business. 

I have read the bills which Mr. Roosevelt has introduced to the Congress and 
I don’t see where they are necessary to help the dealer. I think that in some 
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respects they would even hurt him, As far as the bill which gives the dealer a 
right to sue his supplier, if the supplier doesn’t deal with him in good faith, I 
don’t see where, in my experience, such legislation is necessary. The only 
dealers that I know of that are really dissatisfied with the suppliers are the 
fellows who are not good dealers. The right to sue their suppliers isn’t going 
to make them any better dealers. 

I understand that the committee is also considering a bill that might put my 
supplier out of the business of selling tires, batteries, and accessories. I would 
oppose that. I am able to buy TBA from anyone I choose now and in fact do 
buy some from competitors of Standard, however I find that I can’t buy any 
better products on any better terms anywhere else. I also find that because 
of advertising, people expect to find the Atlas TBA line in Standard stations. 
It seems to me that such a bill wouldn’t give the dealer any wider choice; it 
would simply narrow his choice by keeping him from buying from the best 
source of supply. 

I have read the bill that would require oil companies to dispose of their 
service stations. I don’t see that this will help the dealer. I have leased my 
service station for 6 years and plan to go on leasing it. Even if I could afford 
to buy it I don’t think I would want to be saddled with taxes, mortgage payments, 
and other expenses that Standard now carries. Taxes alone on my station run 
over $1,000 a year. I might buy a service station to lease to Standard or some 
other oil company as a real-estate investment but I don’t see where it would 
be good business simply to own the station I operate. 

If Standard were forced to sell my station I am not sure I could buy it even 
through I have done very well. My station is probably worth $125,000 today. 
Unless I could borrow the money at a bank I would never be able to buy a sta- 
tion of that value. I understand too that Standard couldn’t lease the station 
from me even if I bought it and that means there wouldn’t be a chance of getting 
a loan from a bank on it. I would simply have to go to work for whoever would 
have the money to buy my station. 

I am satisfied with the service-station business. It is providing me with a 
good living and I expect it to provide me with a better one as time goes on. I 
don’t want to see it changed by legislation or otherwise. 


(The statement of Roy Cagle is as follows :) 


STATEMENT OF Roy CAGLE 


My name is Roy Cagle and I operate a Standard station at 802 North Nevada 
in Colorado Springs. I think this is one of the largest stations in the State, 
employing 7 to 10 men in the winter and 10 to 12 menin the summer. My station 
does about 65,000 gallons a month. 

But this isn’t how I started out. Let me describe my first Standard Oil station 
to you. 

I started with Standard as a lessee of a station at Speer and Clay in Denver. 
It had two pumps and an outside lift. When I took over, it did about 5,000 or 
6,000 gallons a month. I started with a capital investment of about $500 and 
more than doubled the gallonage at the station in a year. 

Standard then offered me a lease at a station in Manitou Springs, Colo. It 
was a much larger station with two bays and two pump islands. The gallonage 
there was about 20,000 to 25,000 gallons a month. In order to get started in that 
station, I needed help from my supplier, and Standard loaned me approximately 
$3,000. I was able to pay that back in a little less than a year. 

I stayed in Manitou Springs a year then I leased a larger station in Colorado 
Springs. I built this new station up to about 42,000 gallons a month. I borrowed 
$2,500 from Standard to start the new station and paid it back in about 6 months. 
In 1945 I then leased my present station. 

At all of these stations I had a lease that could have been canceled by Stand- 
ard at the end of any 1-year period. I have the same kind of lease at my pres- 
ent station. I have never had any worries about renewal of any of my leases. 

In opening all of these stations I have had the help and cooperation of Stand- 
ard Oil at all times. I have never been given the impression that I was obligated 
to buy products from Standard Oil Co. because of the financial help they have 
given me. In fact, I buy many products from other suppliers. 

No only has Standard Oil Co. helped me get started in each of these stations, 
but during the recent price war, which covered the Denver-Colorado Springs 
area, I could not have stayed in business if the company had not given me assist- 
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ance. During the 1% years that the price war went on, the most that my margin 
was reduced was 1.8 cents per gallon, yet retails prices dropped as much as 8 
cents per gallon. 

Although I have worked hard to be successful, I couldn’t have done it without 
the company’s help. I would certainly oppose any legislation which would pre- 
vent that help. I think that the oil company and its dealers make a successful 
team. That certainly has been so in my case. And several of the fellows who 
have worked for me in the past have since opened stations of their own with 
the company’s assistance. 

The service-station business has been good to me, and I think that for a man 
Sie ett capital it is probably the only business where a man can get ahead 
so fast. 

I thank you for the opportunity to bring you my views on this subject. 

Mr. Roosevett. The next witness is Mr. J. W. Liddell, vice president 
of the Continental Oil Co. Mr. Liddell, would you come forward, sir ? 
I believe you would like to have with you two gentlemen, and would 
you identify them, please? 

Mr. Lippe. Mr. Smith is our attorney, and Mr. Kump is our re- 
gional sales manager. 

Mr. Roosevetr. Could you give me their first names? 

Mr. Lippetzt. Mr. A. T. Smith. Your home address? 

Mr. Sorru. 10 Village Road, Englewood. 

Mr. Lipper... Mr. L. R. Kump. 

Mr. Kump. 2025 Ash Street. 

Mr. Roosevert. Thank you. Would you raise your right harids, 
please ? 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth so help you God? 

Mr. Lappett. I do. 

Mr. Soirn. I do. 

Mr. Kump. I do. 


TESTIMONY OF J. W. LIDDELL, VICE PRESIDENT OF CONTINENTAL 
OIL CO., DENVER, COLO. ; ACCOMPANIED BY L. R. KUMP, REGIONAL 
MANAGER OF MARKETING, CONTINENTAL OIL CO., DENVER, 
COLO.; AND A. T. SMITH, ATTORNEY, DENVER, COLO. 


Mr. Roosevert. Mr. Liddell, you have submitted to the committee 
a written statement. Do you want to summarize it at this time, or 
would you prefer that we just went right ahead to the questions which 
the committee 

Mr. Lippett. I should like to read it, if you please. I could do it 
very briefly and leave out certain parts of it. 

Mr. Roosrevert. Well, we would appreciate it, because time is very 
limited, and we have a great many other witnesses, if you wouldn’t 
read it all and if you would try to summarize it in 5 or 6 minutes. 

Mr. Lanpett. I think I can do it in that time. 

My name isJ. W. Liddeli. I am vice president and general manager 
of Continental Oil Co. for the Rocky Mountain region. I have been 
associated with the company for 33 years. 

Continental Oil Co. has been in business for 82 years. This organi- 
zation had its beginning in the Rocky Mountain area—at Ogden, 
Utah—in 1875. For many years we maintained the company’s head- 
quarters here in Denver. Consequently, we are not unknown in this 
region. 
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First, I should like to point out and to emphasize that Continental 
Oil Co. has a vast respect for and has made a substantial contribution 
to the small-business man. Many independent businessmen in this 
area have sold our products for 20, 30, 40, and 50 years. They are 
the bulwark of our marketing operations. It seems obvious to me 
that we didn’t build up this loyalty and allegiance by sharp dealings 
or bad faith. 

Listed among Continental Oil Co, dealers and jobbers are many 
leading citizens in the communities in which they operate. Among 
them are members of State legislatures, mayors, school board members, 
chamber of commerce and civic leaders , and those who are in the fore- 
front of youth and educational mov ements and agricultural activities. 
In fact, one of our former successful agents is presently a Member of 
the United States Congress. 

Leaders of this type among Continental dealers and jobbers are not 
confined to the Rocky Mountain area, but may be found throughout the 
27-State territory in which we have marketing operations. 

I know of no industry—outside the oil industry—where it is pos- 
sible for the small, independent businessman to establish a pr ofitable 
business wtih a very small capital outlay. There are countless in- 
stances within my own experience and knowledge where men have 
started in the petroleum marketing business with as little as $1,000 
or $2,000—perhaps with some financial assistance at the outset from 
Continental—and earned enough to buy fine homes and farms, to send 
their children to college, and to assume positions of leadership in their 
communities and in their States. 

On the other hand, I have known quite a few who have failed for 
a variety of reasons—perhaps because they refused to accept train- 
ing in sound sales and merchandising principles, because they couldn’t 
manage their own money and spent more than they earned, because 
they couldn’t or wouldn’t learn about recordkeeping and inventory 
control, or because they were just lazy and shiftless. Failures of this 
kind are not confined to the oil industry, but may be found in any line 
of business. 

These remarks have been of a preliminary nature, but I have pre- 
sented this e xpi: mation of our general marketing philosophy in order 
to point up the fact that we in Continental Oil Co. have no animosity 
toward, or any argument with, the small-business man or with the 
objectives of this committee. Rather, as I said before, small-business 
men are the bulwark of our marketing operations. We want them 
to succeed to the full extent of their capabilities, and we stand ready 
and willing to help them in any reasonable method that will contr ibute 
to their success. They are independent businessmen in the true sense 
of the word, however, and we cannot force our help upon them. I 
refer to such help as sales promotion programs, training programs, 
inventory control systems, bookkeeping methods, and programs in- 
cluding sales and merchandising assistance. 

Now, as to H. R. 426, which provides for divorcement of retail mar- 
keting from other oil industry operations. In my judgment, this bill 
would interfere with normal competition in the oil industry and would 
prove to be harmful to the public interest. 

The practice of combining refining and marketing operations under 
one management in the oil industry has grown up over a long period 
of time, as the most effective means of meeting business risks and han- 
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dling the complex problems involved in a complex business. Divorce- 
ment of these two operations would, without question, result in a less 
efficient oil industry, higher costs of doing business, and higher prices 
to the consumer. 

Some of the important advantages of integration, which would be 
lost as a result of the proposed divorcement, include the following: 

1. An integrated company can eliminate certain buying, selling, 
and promotional costs. If a divorcement bill were enacted, refiners 
would have to set up marketing organizations, service- -station opera- 
tors would have to establish purchasing departments, and operating 
olen would increase accordingly. 

. Combining manufacturing and marketing activities under one 
Lecuaiadateet facilitates handling the logistical problems involved in 
the distribution of refined products. For example, more effective use 
can be made of inventory programs as a means of counterbalancing 
seasonal fluctuations in demand. This, in turn, permits more uniform 
refinery runs and refinery yields and tends to level out transportation 
requirements—all with resulting savings in operating costs. Uniform 
refinery runs also provide regular employment for the working forces, 
without the necessity of per iodic seasonal layoffs. 

3. One of the most important cost-saving devices in the oil industry 
in recent years has been the extensive development of products pipe- 
lines. Products pipelines require very large capital investments and 
are highly risky ventures unless oa builders can be assured of a reason- 
ably high level of throughput. A divorcement bill would interfere 
with the building of such lines, because the separation of refining and 

marketing activities would complicate the problems involved in work- 
ing out satisfactor y throughput arrangements. 

‘As a result of the intensity of competition in the oil business and 
the economies realized by integration and other means, gasoline has 
for many years been one of the biggest bargains of all consumer prod- 
ucts. In the 21 years from 19 35 to 1956, retail gasoline prices (ex- 
clusive of tax) rose 60 percent, as compared with a 98-percent increase 
in the Consumer Price Index. The big increase in the price of gasoline 
to the consuming public has been caused by a 35-percent increase in 
taxes levied against gasoline. 

According to recent testimony before the ee committee, 
the average worker in 1935 was able to purchase only 2.9 gallons of 
gasoline with 1 hour’s labor, as compared with 6.6 gallons i in 1956. 
Excluding taxes, 1 hour’s labor was able to purchase 4.1 gallons of 

gasoline as compared with 9.2 gallons in 1956. On either basis, gaso- 
fine cost less than half as much in 1956 as in 1935. 

I should also like to call the attention of the committee to the fact 
that the present retail marketing practices of the oil industry do a 
great deal toward creating opportunities for small-business men. Most 

major oil companies today operate very few of their own service 
stations; for the most part they lease them out to indiv iduals who wish 
to go in business for themselves. In effect, the oil companies provide 
the lessee with a “retail store,” costing anywhere from $35,000 to 
$100,000 or more. In normal circumstances, the operator needs only 
$5,000 to $10,000 of his own funds to get started in business. 

We have a plan in our company where we will loan lessees, boys that 
we think are capable of running a station, up to as much as $8,500 to 
get them started. 
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In addition, the supplying companies frequently provide their 
lessees with bookkeeping assistance, training in selling methods, and 
many other aids to effective management. Under H. R. 426, the 
major oil companies could not engage in activities of this type and 
service-station operators would have to find their own sources of 
capital for constructing service stations. 

Although the general effect of H. R. 426 would be to require man 
major oil companies to withdraw from retail marketing activities, 
wish to point out one other distributing possibility. The bill as now 
written provides that a company may continue retail marketing oper- 
ations as long as it does not also engage in the wholesale marketing 
activities, 

It is possible, therefore, that some companies might elect to con- 
tinue retailing activities—because of the economic advantages associ- 
ated with integration of refining and marketing—and to withdraw 
from wholesaling operations. In so doing they would, of course, cut off 
the supplies now flowing to the independent jobbers who handle their 
products. The consequences of the bill, in this instance, would be 
to force a number of independent jobbers out of business and to cur- 
tail another important field of opportunity for the small-business man. 
Over the years, the independent jobber has played a very important 
role in the development of the oil industry, and it ill behooves Con- 
gress to take any action which might prove to be harmful to his 
interests. 

I discussed this with our marketers and our legal people, and I am 
trying to understand it myself, and here in the Rocky Mountain region 
we have 539 stations we operate, and if we had to divorce ourselves 
from them, I think the only logical way we could do it would be spin 
them off into another corporation, and that other corporation, I think, 
would find themselves in the same predicament we are in, in that they 
would have to operate them on a salary basis. That is the only way 
we could figure it out, the way the bill is written now. 

It is my understanding that this committee has under examination 
the trend in some areas toward commission and/or salary operation of 
retail service stations. I should like to point out that, insofar as Con- 
tinental Oil Co. is concerned, the service stations which we own are 
operated by independent businessmen on a lease basis, except for a very 
few which we operate as sales training stations. 

Now, as to the so-called TBA bill. In the first place, this bill assumes 
facts which do not exist insofar as Continental Oil Co. is concerned. 
It has never been the policy of our company to force or coerce any 
service-station operator to sell TBA products or any particular brand 
of such products. So far as I know, no one has ever been threatened 
with cancellation of a lease, nor has any lease ever been canceled, be- 
cause of failure to buy certain products. These policies are set forth 
clearly in our Marketing Department Policy and Procedures Guide, a 
copy of which has been furnished to this committee. 

Our stations sell a great number of brands of TBA products and 
some do not handle them at all. 

Until very recently Continental did not handle TBA items, and 
started these operations only at the insistence of many of our dealers 
who wished to make this additional revenue. 
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We do not attempt to sell our operators on the advisability of han- 
dling certain high-quality products, just as any selling organization 
attempts to sell its commodities. On such sales as we are able to make, 
we receive commissions. These commissions help to compensate us 
for the costs incurred in conducting the sales. In addition to this, Con- 
tinental Oil Co. carries the credit on TBA products sold through its 
stations. Such collections as are not made result in losses to us. We 
also carry all the accounting and handling of billing on such credit 
sales. Certainly we are entitled to reasonable compensation for our 
sales efforts, the credit risks assumed with attendant losses, and the 
accounting expenses. 

We have a substantial investment in the great number of stations 
which we own, and on this we are entitled to, and should receive, a fair 
return on the investment. The commission and compensation we re- 
ceive on the sale of TBA products through these outlets help to earn 
some return on these investments. Were we not able to make this 
money, we would be forced to charge a higher rent to the service station 
operators. The proposed bill, in my opinion, would not result in higher 
earnings to the station operator or cheaper prices to the public. 

Now, about the so-called day-in-court bill. This bill appears to be 
the Automobile Dealers’ Franchise Act applied to the petroleum in- 
dustry, despite the fact that substantial differences exist in dealer- 
supplier relationships in the two industries. This bill enables—really 
encourages—retail dealers to bring suit in the United States district 
courts for damages claimed by the alleged failure of suppliers to act 
in good faith in performing under, in terminating, or not renewing 
leases with dealers. 

Any supplier expects today to stand accountable for any actual 
breach of the provisions of his lease contract. This bill goes much 
further than that. It undertakes to provide a cause of action for fail- 
ure to make a new contract, once an old one has been performed. This 
represents a dangerous departure in the field of contract law. 

It is our considered opinion that none of these proposed bills is in 
the public interest. 

IT am convinced that, if left to work out its own problems within the 
framework of existing laws, the strong and competitive oil industry 
will continue to supply more and better petroleum products to the 
public at bargain rates. 

That is my statement in full. 

(The statement in full of J. W. Liddell, vice president, Continental 
Oil Co., Denver, Colo., is as follows :) 


STATEMENT OF J. W. LIDDELL, VICE PRESIDENT, CONTINENTAL OIL Co. 


My name is J. W. Liddell. I am vice president and general manager of Con- 
tinental Oil Co. for the Rocky Mountain region. I have been associated with 
the company for 33 years. 

Continental Oil Co. has been in business for 82 years. This organization had 
its beginning in the Rocky Mountain area—at Ogden, Utah—in 1875. For many 
years we maintained the company’s headquarters here in Denver. Consequently, 
we are not unknown in this region. 

First, I should like to point out and to emphasize that Continental Oil Co. has 
a vast respect for and has made a substantial contribution to the small-business 
man. Many independent businesmen in this area have sold our products for 20, 
30, 40 and 50 years. They are the bulwark of our marketing operations. It seems 
ee to me that we didn’t build up this loyalty and allegiance by sharp dealings 
or bad faith. 
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Listed among Continental Oil Co. dealers and jobbers are many leading citizens 
in the communities in which they operate. Among them are members of State 
legislatures, mayors, school board members, chamber of commerce and civic 
leaders, and those who are in the forefront of youth and educational movements 
and agricultural activities. In fact, one of our former successful agents is pres- 
ently a Member of the United States Congress. 

Leaders of this type among Continental dealers and jobbers are not confined 
to the Rocky Mountain area, but may be found throughout the 27-State territory 
in which we have marketing operations. 

I know of no industry—outside the oil industry—where it is possible for the 
small, independent businessman to establish a profitable business with a very 
small capital outlay. There are countless instances within my own experience 
and knowledge where men have started in the petroleum marketing business 
with as little as $1,000 or $2,000—perhaps with some financial assistance at the 
outset from Continental—and earned enough to buy fine homes and farms, to 
send their children to college, and to assume positions of leadership in their 
communities and in their States. 

On the other hand, I have known quite a few who have failed for a variety 
of reasons—perhaps because they refused to accept training in sound sales and 
merchandising principles—because they couldn’t manage their own money and 
spent more than they earned—because they couldn’t or wouldn’t learn about 
recordkeeping and inventory control—or because they were just lazy and shift- 
less. Failures of this kind are not confined to the oil industry, but may be 
found in any line of business. 

These remarks have been of a preliminary nature, but I have presented this 
explanation of our general marketing philosophy in order to point up the fact that 
we in Continental Oil Co. have no animosity toward, or any argument with, the 
small-business man or with the objectives of this committee. Rather, as I said 
before, small-business men are the bulwark of our marketing operations. We 
want them to succeed to the full extent of their capabilities, and we stand ready 
and wiling to help them in any reasonable method that will contribute to their 
success. They are independent businessmen in the true sense of the word, 
however, and we cannot force our help upon them. I refer to such help as 
sales promotion programs, training programs, inventory control systems, book- 
keeping methods, and programs including sales and merchandising assistance. 

Now, as to H. R, 426, which provides for divorcement of retail marketing 
from other oil industry operations. In my judgment, this bill would interfere 
with normal competition in the oil industry and would prove to be harmful to 
the public interest. 

The practice of combining refining and marketing operations under one man- 
agement in the oil industry has grown up over a long period of time, as the most 
effective means of meeting business risks and handling the complex problems 
involved in a complex business. Divorcement of these two operations would, 
without question, result in a less efficient oil industry, higher costs of doing 
business, and higher prices to the consumer. 

Some of the important advantages of integration, which would be lost as a 
result of the proposed divorcement, include the following: 

1. An integrated company can eliminate certain buying, selling, and promo- 
tional costs. If a divorcement bill were enacted, refiners would have to set up 
marketing organizations, service-station operators would have to establish pur- 
chasing departments, and operating expenses would increase accordingly. 

2. Combining manufacturing and marketing activities under one management 

facilitates handling the logistical problems involved in the distribution of refined 
products. For example, more effective use can be made of inventory programs 
as a means of counterbalancing seasonal fluctuations in demand. This, in turn, 
permits more uniform refinery runs and refinery yields and tends to level out 
transportation requirements—all with resulting savings in operating costs. 
Uniform refinery runs also provide regular employment for the working forces, 
without the necessity of periodic seasonal layoffs. 
3. One of the most important cost-saving devices in the oil industry in recent 
years has been the extensive development of products pipelines. Products pipe- 
lines require very large capital investments and are highly risky ventures unless 
the builders can be assured of a reasonably high level of throughput. <A divorce- 
ment bill would interfere with the building of such lines, because the separation 
of refining and marketing activities would complicate the problems involved in 
working out satisfactory throughput arrangements. 

As a result of the intensity of competition in the oil business and the econo- 
mies realized by integration and other means, gasoline has for many years 
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been one of the biggest bargains of all consumer products. In the 21 years 
from 1935 to 1956, retail gasoline prices (exclusive of tax) rose 60 percent, 
as compared with a 98-percent increase in the Consumer Price Index. The big 
increase in the price of gasoline to the consuming public has been caused by a 
35-percent increase in taxes levied against gasoline. 

According to recent testimony before the O’Mahoney committee, the average 
worker in 1935 was able to purchase only 2.9 gallons of gasoline with 1 hour’s 
labor, as compared with 6.6 gallons in 1956. Excluding taxes, 1 hour’s labor 
was able to purchase 4.1 gallons of gasoline, as compared with 9.2 gallons in 
1956. On either basis, gasoline cost less than half as much in 1956 as in 1935. 

I should also like to call the attention of the committee to the fact that 
the present retail marketing practices of the oil industry do a great deal toward 
creating opportunities for small-business men. Most major oil companies today 
operate very few of their own service stations; for the most part they lease 
them out to individuals who wish to go in business for themselves. In effect, 
the oil companies provide the lessee with a “retail store,” costing anywhere 
from $35,000 to $100,000 or more. In normal circumstances, the operator needs 
only $5,000 to $10,000 of his own funds to get started in business. 

In addition, the supplying companies frequently provide their lessees with book- 
keeping assistance, training in selling methods, and many other aids to effective 
management. Under H. R. 426, the major oil companies could not engage in 
activities of this type and service-station operators would have to find their own 
sources of capital for constructing service stations. 

Although the general effect of H. R. 426 would be to require many major oil 
companies to withdraw from retail marketing activities, I wish to point out 
one other disturbing possibility. The bill as now written provides that a com- 
pany may continue retail marketing operations as long as it does not also en- 
gage in wholesale marketing activities. 

It is possible, therefore, that some companies might elect to continue re- 
tailing activities because of the economic advantages associated with integration 
of refining and marketing, and to withdraw from wholesaling operations. In so 
doing they would, of course, cut off the supplies now flowing to the independent 
jobbers who handle their products. The consequences of the bill, in this in- 
stance, would be to force a number of independent jobbers out of business and 
to eurtail another important field of opportunity for the small-business man. 
Over the years, the independent jobber has played a very important role in 
the development of the oil industry, and it ill behooves Congress to take any 
action which might prove to be harmful to his interests. 

It is my understanding that this committee has under examination the 
trend in some areas toward commission and/or salary operation of retail 
service stations. I should like to point out that, insofar as Continental Oil Co. 
is concerned, the service stations which we own are operated by independent busi- 
nessmen on a lease basis, except for a very few which we operate as sales-train- 
ing stations. 

Now, as to the so-called TBA bill. In the first place, this bill assumes facts 
which do not exist insofar as Continental Oil Co. is concerned. It has never been 
the policy of our company to force or coerce any service station operator to sell 
TBA products or any particular brand of such products. So far as I know, no 
one has ever been threatened with cancellation of a lease nor has any lease ever 
been canceled because of failure to buy certain products. These policies are set 
forth clearly in our marketing department policy and procedures guide, a copy of 
which has been furnished to this committee. 

Our stations sell a great number of brands of TBA products and some do not 
handle them at all. 

Until very recently Continental did not handle TBA items, and started these 
operations only at the insistence of many of our dealers who wished to make 
this additional revenue. 

We do attempt to sell our operators on the advisability of handling certain 
high-quality products, just as any selling organization attempts to sell its com- 
modities. On such sales as we are able to make, we receive commissions. These 
commissions help to compensate us for the costs incurred in conducting the sales. 
In addition to this, Continental Oil Co. carries the credit on TBA products sold 
through its stations. Such collections as are not made result in losses to us. 
We also earry all the accounting and handling of billing on such credit sales. 
Certainly we are entitled to reasonable compensation for our sales efforts, the 
credit risks assumed with attendant losses, and the accounting expenses. 
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We have a substantial investment in the great number of stations which we 
own, and on this we are entitled to, and should receive, a fair return on the in- 
vestment. The commission and compensation we receive on the sale of TBA 
products through these outlets help to earn some return on these investments. 
Were we not able to make this money, we would be forced to charge a higher 
rent to the service station operators. The proposed bill, in my opinion, would 
not result in higher earnings to the station operator or cheaper prices to the 
public. 

Now, about the so-called day-in-court bill. This bill appears to be the Auto- 
mobile Dealers’ Franchise Act applied to the petroleum industry, despite the fact 
that substantial differences exist in dealer-supplier relationships in the two in- 
dustries. This bill enables—really encourages—retail dealers to bring suit in 
the United States district courts for damages claimed by the alleged failure of 
suppliers to act in good faith in performing under, in terminating, or not re- 
newing leases with dealers. 

We believe the proposed bill would produce a rash of frivolous litigation, espe- 
cially by those who might be inefficient in their operations and seek to recover 
damages in the courts. 

Any supplier expects today to stand accountable for any actual breach of the 
provisions of his lease contract. This bill goes much further than that. It un- 
dertakes to provide a cause of action for failure to make a new contract, once 


an old one has been performed. This represents a dangerous departure in the 
field of contract law. 


It is our considered opinion that none of these proposed bills is in the public 
interest. 


I am convinced that, if left to work out its own problems within the frame- 
work of existing laws, the strong and competitive oil industry will continue to 
supply more and better petroleum products to the public at bargain rates. 

Mr. Roosrveutr. Thank you, Mr. Liddell. You didn’t make any 
comment on H. R. 432. Are you familiar with that or is your counsel ? 

Mr. Lippetxi. Not at the moment. 

Mr. Smiru. No. 

Mr. Roosrvetr. That is the bill which gives relief for court costs 
and legal costs on injunctive procedures of enforcement of the anti- 
trust laws. 

Mr. Lippetu. I am sorry. I am not familiar with it. 

Mr. Roosevetr. The committee would appreciate it if you would 
make yourself familiar with it, and we would appreciate having 
such comment as you care to give us on it. 

Mr. Lippett. I will be glad to. 


H. R. 432 


The committee requested our comments on H. R. 432. 

This bill as we read it changes the existing law only by providing that where 
injunction relief is granted under section 16 of the Clayton Act plaintiff shall 
recover a reasonable attorney’s fee. As applied to the relationship between 
suppliers and dealers in the marketing of gasoline, H. R. 432 would appear to 
foster dissension rather than to promote better relations. We do not consider 
the legislation desirable. 


Mr. Roosrvetr. On page 1 of your testimony, Mr. Liddell, you 
mention that you have many independent. businessmen in this area 
who have sold your products for 20, 30, 40, and 50 years. You say, 
“They are the bulwark of our marketing operation.” Can you give 
us any breakdown as other companies have with respect to your lease- 
holders who have been with you under 5 years and over 5 years 
and up? 


Mr. Lippetu. I have them 10 years and up. I have nothing under 
that. 
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In our Denver division we have 26 operators that have been with 
us over 10 years. We have them ranging from 10 to 34. We have 
one man at Buffalo, Colo. He and his family have been with us 
since 1883. 

Mr. Roosevett. This one instance, he has been with you since 1883 ? 

Mr. Lippert. Yes. He is the longest one. You don’t catch many 
that long. 

We have 10 who have been with us over 10 years, and that ranges 
from 11 to a maximum of 22. In our Salt Lake division we have 10 
who have been with us over 10 years, and it ranges from 10 up to 32. 

Mr. Roosrvetr. Out of a total how many is that ? 

Mr. Lippetx. Forty-six. 

Mr. Roosevetr. Ten out of 46. 

Mr. Lippe... Forty-six have been with us over 10 years, in 46 
instances. 

Mr. Roosevert. Out of the total number that you have in that area, 
though. 

Mr. Lippe. Well, we have in the area that I have named a total of 
539 service stations. 

Mr. Roosrvett. 539, and 46 have been with you over 10 years. 

Mr. Lippetx. Correct. 

Mr. Roosrvetr. So that is slightly under 10 percent. 

Mr. Lippeti. Yes. We have a number of new stations in this area 
we have built up rapidly in the last 5 or 6 years, so you couldn’t include 
those. A lot of those people who went into the station to begin with 
are still with us. 

Mr. Roosrvetr. I will give you an allowance. Let us say 20 percent 
then would have been with you out of —— 

Mr. Lippetx. A pretty good record, I think. 

Mr. Roosevetr. Right. Mr. Liddell, you heard this morning the 
complaints that were made under affidavit before this committee, 
did you not? 

Mr. Lappett. Yes, sir, I did. 

Mr. Roosevetr. Would you explain to us the justification for the 
individuals named, Mr. Sullivan, Mr. Hedlund, in going to these 
dealers in relation to alleged price discrimination and under what 
conditions you think that such actions are justified ? 

Mr. Lippetx. Well, I pondered over Mr. Ed Sullivan, and the only 
one I know in our marketing is in Lewiston, Idaho, and I inquired 
as to who the man was in Denver. We do have a young clerk there in 
our marketing department—he is what we call a marketing clerk— 
that is named Ed Sullivan, and certainly under our setup he should 
never have been out doing the job that he was apparently trying to do. 
I can assure you that he was exceeding his authority to go at it the 
way he did go at it. Since then he has been put on a different job. 
It is a merchandising job in an in-training position. We are trying 
to train him and learn him some things. 

Mr. Roosrvett. I yield to my colleague, Mr. Hill, for a question. 

Mr. Hitt. Yes, I would like to ask a question. You are talking 
about small business and the failure of these men who operate the 
station. Could you give a breakdown as to what in your opinion 
would be the greatest. causes of failure? Are they lack of money or 
lack of application to the job, or just natural unfitness? What are 
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the percentages in each of the several categories for failure of station 
operators! Iam asking for information. 

Mr, Lappett. Well, I will be glad to take a shot at that one, all 
right, but understand that when you work percentages that way that 
it is purely a guess. I would think that in most cases where we have 
rapid turnovers in our service stations, that the man we unfortunately 
selected for the job was not equipped for the job in the beginning. We 
made a mistake. We find in a lot of cases that our young lessees 
that we try to train do not know how to handle money, and that is the 
failure of a lot of people in business. They just don’t know how to 
handle money. They have money in the cash drawer, and they think 
it is theirs, and they start spending it or their wife starts spending it, 
and they forget about the bills. Now, I am not giving you percents, 
but it is a large proportion, sir. 

Mr. Hitz. Another question. Have you noticed lately, say since 
the war, that it has been harder to get good men to take on stations? 

Mr. Lippetx. No, I don’t think so. We get some pretty good men, 
and all in all I think most of them are fairly happy with us. You 
always find a discontent. I don’t care where you go or what your 
business is, there will be a few discontents in your group, and when 
you operate 539 stations, as we do, in the Rocky Mountain region, we 
have a few people in there that don’t like things, and they turn over. 
We have a lot of people that do like it. 

Mr. Hitz. I would like to ask one final question. Where you are 
building a new station, and you know you are going to need new help, 
do you make an effort to select them, or do you let them apply for the 
job? You see what I am driving at. How selective are you in pick- 
ing out and training your good station men ? 

Mr. Lippeti. Well, we have a formula that we go—not a set formula 
in every case, but we make up our mind that we want to get the best 
individual in that community to operate that station. No. 1, we like 
to get a man who is well acquainted in the area, has friends, friends 
who want to trade with him. We usually try to get a younger fel- 
low, got a lot of pep. We get a fellow that mixes in the community. 
We get a fellow that is energetic. We check all kinds of references 
on that man, and the way we come in contact with him are in various 
ways. Sometimes we are told about him, sometimes we even run ads 
in some cases that we are looking for a good lessee. But we screen 
them as carefully as possible, because those people are the Continental 
Oil Co. to the majority of the people in the area. That is the man 
with whom the public comes in contact, and we want the very best man 
we can get. 

Mr. Roosrvetr. Mr. Liddell, you have kissed off Mr. Sullivan rather 
rapidly, so I want to go back to him. 

Mr. Lappetu. I am sorry. 

Mr. Roosevett. What has happened to Mr. Hedlund, by the way? 

Mr. Lippert. Oh, he is still on the job. 

Mr. Roosrvert. He hasn’t been demoted or put in training school? 

Mr. Lippe. No, not at all; not at all. 

Mr. Roosevetr. Will you tell this committee whether it is the policy 
of Continental Oil Co. as you set the policy in this area to suggest 
prices in different areas or distribute to your dealers? 

Mr. Lippety. It is the policy of the Continental Oil Co. to watch 
the prices as closely as we can. We have to do that in order to stay 
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in business, and our people are also out scouting around to find what 
prices are in effect, and they eventually come to Mr. Kump and a lot 
of them come to me, so that we can know what is going on. We, hav- 
ing a much broader scope of view than the man who sits at one sta- 
tion and on one corner, feel it is our duty to keep that man advised 
of what is going on, too. We talk to him, we tell him about these 
things. 

Mr. Roosrverr. Are you saying to me that all you do is to advise 
this man and that you never ask him or tell him to change his price? 

Mr. Lappeui. I am saying to you 

Mr. Roosrverr. I am asking you this particularly in reference to 
the testimony which is before this committee, under oath, that your 
individuals—more of them than Mr. Sullivan, by the way—that your 
personnel under you have suggested price changes to them, have not 
advised it, but have suggested it to them. 

Mr. Lippe. I suspect that goes on, yes, sir. 

Mr. Roosrvert. You suspect it. 

Mr. Lippetu. Yes, sir. 

Mr. Rooseverr. Well, if you suspect it, what have you done to 
stop it? 

Mr. Lappeci. Nothing. 

Mr. Roosxvert. Nothing. In other words, it is then the policy of 
the company under your leadership ? 

Mr. Lippett. No, sir; no, sir, it is not. We set forth our policies, 
we try to keep our lessees advised of what is going on. 

Mr. Roosevenr. Mr. Liddell, I didn’t ask you that. I asked you 
specifically whether it went beyond advice. You said you suspected 
it did. I then asked you whether you did anything to stop it, and 
you told us no. 

Mr. Lippeti. No, no. Well, I think you misunderstood me, I am 
sorry. We may make some suggestions as to prices. Here is a man 
that sits out here running a service station, and his business is getting 
away from him, he is losing and losing. 

Mr. Roosrveur. Mr. Liddell, do you realize it is illegal to suggest 
prices? And you have just stated that you may do it, and I presume 
you mean by that that you do do it. 

Mr. Lappett. I do not realize it is illegal to suggest prices as long 
as it is a suggestion. We do not force price on these people. We 
are very careful to be legal in this thing, and we never make a move 
on prices without talking to our legal department. There is a lot of 
confusion there, too, in these various cases that come up. They go 
one way or they go the other way, and I find lawyers in disagreement 
among themselves as to what the law is and what course is legal and 
what is not legal. We always lean over on the legal side so far as we 
can in the administrating of those rulings. 

Mr. Rooseve! ur. Do you mean to tell me that you think that, in your 
words on page 2, “these dealers are independent-business men in the 
true sense of the word” is a true statement when you put this sug- 
gestive pressure on them with regard to their price level ? 

Mr. Lippetx. Sure, I think he is an independent-business man. 

Mr. Roosevett. Do you think he remains independent when he is 
told, as has been sworn to before this committtee, that his allowance 
will be cut or his support will be cut by the company unless he posts 
a certain price ? 
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Mr. Lippe... I don’t know of instances where we have told him that. 

Mr. Roosrvett. Well, we have drawn one to your attention. Now 
are you telling me that this is the only one that you know of? 

Mr. Lippe... No, sir. 

Mr. Roosrvetr. Well, what others do you know of ? 

Mr. Lippets.. I am telling you this, that when it comes to allow- 
ances, I was very much interested in this instance that was reported 
this morning. Apparently 1 case for 1 load or possibly 2 loads as a 
maximum he was denied an allowance. I know as a policy in our com- 
pany in the Rocky Mountains, in the city of Denver—let us get specific 
on this thing—that we give every lessee i in the city of Denver the same 
allowance. Now personally —I am giving you my personal opinion— 
I don’t think it is right. Here is a man who sits over in an isolated 
area, he doesn’t lose any gallons, he doesn’t reduce his price, and to me 
it is being unfair to a lot of other lessees who need it to come along 
and give that fellow an allowance when he doesn’t need it. Now, Mr. 
Smith here tells me we better do that, and we do it, and if you left 
it to me personally, I don’t think I would, but we try to be Jegal in 
this thing. 

Mr. Roosrvett. Now, Mr. Liddell, in the cases of Mr. Colvin and 
Mr. McKenzie, there was a difference of an allowance, where that was 
correct, of 1 cent. 

Mr. Lippe... Yes, I don’t doubt that one bit. 

Mr. Roosrvett. The invoices have been presented to the committee. 

Mr. Lippers. I accept that. 

Mr. Roosrverr. Are you saying that no dealers in the future who 
bring this to your attention need ever worry that there will be that 
kind of discrimination against them ? 

Mr. Lippert. Mr. Roosevelt, I am not going to say what is going to 
happen in the future, because there is some disagreement among our 
own legal people as to what the law is. 

Mr. Roosevetr. In other words, if you think you can get away with 
it, you will do it. 

Mr. Lippety. No, sir; no, sir. No, sir. We try to be completely 
fair with our dealers. We have made mistakes and lots of mistakes. 
I think one of our big mistakes in the marketing business is that we 
haven’t had the free flow of communications up and down or crosswise 
with our dealers. They don’t know what we are thinking, they haven’t 
known completely, and we don’t know what they are thinking. Now, 
we have started a series of dealer conferences where we get these fel- 
lows in, we get them in with our top marketers, and we talk about 
their problems, and we tell them what our problems are, and we try 
to mesh those things together, and they have had very fine success. [ 
was much pleased by what I heard you say to the television—I didn’t 
hear you, but I was told—that one of the purposes of this thing is to 
create a better relation between dealers and the suppliers, and I think 
that isa very laudable thing to do. 

Mr. Roosrvett. Well, now, some of the other companies to the east of 
you have set up dealer conferences. My criticism of them would 
frankly be that they are in nearly all cases selected dealers by the com- 
pany and not dealers whom the dealers might select. 

Mr. Lappeiy. That is not true in our case, sir. 

Mr. Roosevert. It is not true in your case ? 
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Mr. Lappe.u. No, sir. 

Mr. Roosrvert. In other words, you are trying to set up a system 
whereby the dealers themselves may pick people to come and confer 
with the company ? 

Mr. Lippeiu. Yes, 1 am quite sure of that. Start in. 

Mr. Kump. Yes, it is. I will tell you, either Mr. Liddell or I, if 
you like, can give you a very brief statement of our policy with refer- 
ence to these dealer councils. 

Mr. Roosrvertr. I think we will just submit that for the record. We 
are interested in that angle within the industry, and if you would sub- 
mit it, we would appreciate it. I think Mr. Nellis has a question. 

Mr. Nexus. I have a question along that particular line, Mr. Liddell. 

Did you or any responsible official of your company call a meeting 
of Conoco dealers in the city here yesterday ? 

Mr. Lippetx. Not that I know about. 

Mr. Neuuis. Well, within the last few days was there a meeting be- 
tween you and your ‘dealers concerning this ‘committee and the subject 
matter into which we were going to inquire? 

Mr. Lippert. Oh, we talked to two of our dealers, yes. 

Mr. Netuts. When was that ? 

Mr. Lappetu. If that is what you call a meeting. 

Mr. Nexus. I don’t know how you would characterize it. I just 

want to know what happened. When was that? 

Mr. Lappe.u. Yesterday. 

Mr. Nexus. Yes. I didn’t recognize that as a meeting. Two fel- 
lowscome in. We have some meetin; gs 

Mr. Roosrvett. Did they just come in or did you send for them ? 

Mr. Lippet. No; we talked to them. We asked them to. 

Mr. Roosrvetr. I wanted to see what you meant by “just come in.” 
If I just come in, that isone thing. If you send for me, that is a differ- 
ent thing entirely. 

Mr. Nexus. You asked these gentlemen to come in and talk with 

ou ? 
? Mr. Lippetu. I didn’t personally. Mr. Smith did. 

Mr. Netuis. But I mean you were there and Mr. Smith was there, 
wasn’t he? 

Mr. Lappe. Yes; that’s correct. 

Mr. Nexus. I want to ask what kind of a meeting this was. Was 
this one of these dealer panel meetings you are speaking of, in your 

olicy ¢ 
7 Mr. Lappetx. No, absolutely not. 

Mr. Neus. What, may I ask, was the pur pose of the meeting? 

Mr. Lippetx. Well, the purpose of the meeting, as I understood it, 
was to advise them of the character of some of these bills and how 
it would affect them in their business and how it would affect our re- 
lation with them. 

Mr. Netuis. When you say“ these bills” you mean specifically the 
bills introduced by the chairman of this committee ? 

Mr. Lappeti. Which ones did you review, Mr. Smith? 

Mr. Smirn. 425, 426, and 428. 

Mr. Nexus. Yes, sir. I hope you understand that in asking these 
questions I am in no way intimating that it is improper for you to do 
so. I just want to know what it was you advised these two gentlemen, 
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who, I understand, by the way, are leaders of the petroleum retailers 
group in this city, is that correct ? 

Mr. Lippert. Yes. Yes, and very fine lesees of ours. 

Mr. Netuts. Yes, sir. 

Mr. Lippett. We need them. We need them worse than they need 
us actually. 

Mr. Nexus. Yes, sir. What did you advise them ? 

Mr. Lippert. Mr. Smith was doing this, and I was only in the 
meeting part of the time. I slipped down to hear it, and he was in 
the process—will you tell them, Mr. Smith, what you advised them ? 

Mr. Smiru. Well, briefly the purpose of the meeting was to discuss 
with these two lessees, who had said that they might like to testify 
at this hearing, these three bills, 425, 426, and 428, to give them a 
better understanding of what actually these bills provide. I say 
“Give them a better understanding.” In many cases dealers will be 
familiar in a general way with proposed legislation through trade 
magazines, but will not have had an opportunity to read the bill in 
the form it is actually introduced into Congress. 

Mr. Roosgeveitr. Mr. Smith, wouldn’t it be a little more frank to 
say that you wanted to tell them your position in relation to the 
bills? 

Mr. Smiru. No; that was not under any circumstances the purpose 
of the meeting. The purpose of the meeting was to familarize them 
with these bills in case they were asked question about them. 

Mr. Roosevetr. So all you did was to explain the bills. You did 
not tell them your views about the bills? 

Mr. Sir. In some cases, in answer to questions of theirs as to 
what effect the bill would have, we suggested what we considered a 
possible effect. In some cases they had different views on what the 
effect would be, and we discussed their views and ours but expressly 
pointed out to them that if they did appear at this hearing, and if 
they did give any testimony here, they were not in any way to feel 
that they were supposed to say anything along the lines that we told 
them, but they were just to come here and give their own views. I 
am sure they understood that. 

Mr. Neus. Mr. Smith, we realize that, and that has been stated 
to the subcommittee. However, in order to be perfectly fair, wouldn’t 
it have been a whole lot better for you to invite a representative group, 
if you were going to have a dealer panel meeting, of your Conoco 
stations and not just pick out two leaders of the local association 
who you thought were going to testify here? 

Mr. Smirn. Well, of course, there are probably a lot of better ways 
to do these things than you do them. But in the time allowed we 
simply talked to—as a matter of fact, there were three dealers who 
had indicated they might like to testify here. We talked to two of 
them. They were dealers that had indicated that they might and 
would like to appear. We did not ask them to, and whether or not 
they will as of now I have no idea. 

Mr. Neus. Thank you, Mr. Smith. 

Mr, Lippeti. May I just add, please, sir, before that meeting broke 
up, I told—and I know them both in this instance, fine fellows, very 
capable, run good stations. I told them—let me make this crystal 
clear to you—that “What we have said here today doesn’t gag you in 
any way, and it doesn’t put any words in your mouth. You go freely 
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and do what you think you ought to do to protect your own business,” 
and we wanted that very clearly understood. 

Mr. Newuis. Mr. Liddell, I have another question along the same 
general line. I am going to have to read to you a little bit, if you 
don’t mind. On page 7 of your statement you say “It has never been 
the policy of our company to force or coerce any service station op- 
erator to sell TBA products or any particular brand of such products.” 

Now I want to read to you an affidavit under oath of Mr. Warren 
Goddard, and this is what he says, very briefly. 

Mr. Lippeti. Where is he located, sir ? 

Mr. Neuuis. I am going to read it. It is in the body of the affidavit. 

I, Warren Goddard, being first duly sworn, deposes and says: 

That I was a former Continental Oil station operator and presently live at 
4950 South Washington. That on July 25, 1952, the affiant received a letter 
from Richard Peate, assistant division manager of Continental Oil Co. A photo- 
static copy of said letter is attached hereto and made a:part hereof by reference. 

Further affiant saith not. 

And it is signed and executed under oath. 

Attached thereto is a handwritten letter purporting to be signed by 
Mr. Richard Peate, assistant division manager, Continental Oil Co., 
and I would like to read it to you. It says: 

JULY 25, 1952. 

All TBA purchases are to be made through the Tire Mart & Suppy at 14th 
and Glenarm. This is the official Conoco tire, tube, and accessory ditributor. 

And it is signed Richard Peate, assistant division manager, Conti- 
nental Oil Co. 

Mr. Lippetx. Well, I don’t know what brought this on, but it could 
well be that this man wanted to handle our products, and he wanted 
to know where to buy them, and Mr. Peate told him. [Laughter.] 

Mr. Neus. Well, Mr. Liddell, if you want to take that position 
before this subcommittee, you are at liberty to do so. 

Mr. Lappeci. Well, I don’t know what went on before this. 

Mr. Netuis. I want to call to your attention something even more im- 
portant, and that is, in my judgment—and I so advised the commit- 
tee—some of the statements in your presentation are so positive as to 
be susceptible of proof to the contrary, and I wonder in view of this— 
and, of course, it is under oath, it is presented to the committee as a 
serious charge—do you not want to retract the statement which says: 

It has never been the policy of our company to force or coerce any servic 
station operator to sell any particular brand of TBA. 

Mr. Liappetx. No, sir; I don’t want to change that, because I am 
talking about policy there, and what happens down the line with the 
Ed Sullivans I don’t know. Some things could happen and go wrong. 

Mr. Netuts. Mr. Liddell, how can you sit there and disclaim the 
responsibility of your subordinates who report to you? How can 

ou do that? Is it possible for a corporation your size to sit there 

fore this congressional committee and disclaim responsibility for 
3 subordinates, which you have already done now, 3 times in a row? 
I think that is an insult to the intelligence of this committee. 

Mr. Lippex. Let me give you my view of this. We set policies, 
and those policies, perhaps, do get distorted down the line. We get 
some eager beavers that push these things pretty hard maybe, and 
ai eat well happen. I can see it happening in the case of Mr. 

ullivan. 
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Mr. Netuts. Did it happen in the case of Mr. Peate ? 

Mr. Lippetx. I don’t know. I don’t know what went on behind 
this. It could have. I don’t know. 

Mr. Netuis. I think that is all I have on that, Mr. Chairman. 

Mr. Roosevetr. In other words, Mr. Liddell, what you are saying 
is that, while you may have a policy, in carrying out the policy you 
have no control over it, and eager beavers down the line may do the 
opposite of the policy of the company. Now, isn’t that a pretty good 
reason, if there is not that control in the operation of your company, 
to make it impossible by law for these things to happen? If you can’t 
control it, who can? 

Mr. Lippeti. Well, in a large corporation, or let’s take the Gov- 
ernment if you want to, a lot of things happen that aren’t just accord- 
ing to Hoyle. 

Mr. Roosrvettr. No, and when something happens like that, people 
usually go to jail 

Mr. Lippe. Maybe that is where I am headed; I don’t know. 


TBA Poricy 





A letter written in 1952 by Richard Peate, then assistant division manager 
for Continental in Denver, was introduced at the hearing apparently for the 
purpose of showing that Continental directs its dealers regarding the purchase 
of TBA (tires, batteries, and accessories) (Tr. p. 790). The situation surround- 
ing this letter has been investigated and there is attached an affidavit showing 
that the letter introduced in evidence was in no means a direction to the dealer 
involved to purchase his TBA through any particular distributor but merely 
constituted advice to him that he could purchase TBA through the distributor 
named in the letter. It was this particular dealer’s practice both before and 
after the writing of this letter to purchase some of his TBA from other distrib- 
utors and no effort was ever made by Continental to interfere with such prac- 
tice. (See attachment.) 

ATTACH MENT 


ATTACHED TO MATERIALS SUBMITTED BY CONTINENTAL Om Co. RELATING TO 
DENVER HEARING, SUBCOMMITTEE No. 5 


AFFIDAVIT OF RICHARD PEATE 
STATE OF COLORADO, 
City and County of Denver, 88: 

I, Richard Peate, the undersigned, being first duly sworn, do depose and say 
as follows: 

My address is 1242 South Williams, Denver, Colo., and I am employed as 
district manager for Continental Oil Co. in Denver, Colo. In 1952 I was em- 
ployed by Continental as assistant division manager also at its Denver office. 

Early in 1952, as part of my duties I furnished Continental service station 
lessees and dealers with information about Continental’s TBA program and 
particularly the then recent arrangement with the Goodrich Tire & Rubber 
Co. whereby service station lessees and dealers would be given assistance by 
the Goodrich Co. in connection with the merchandising of Goodrich tires. 
During the early part of 1952, the only place that these service-station lessees 
and dealers were able to get Goodrich tires in the Denver area was at the 
Goodrich warehouse. This had proved an ineffective way of making these tires 
available and so in the spring of 1952 the Goodrich Co. established a distributor 
in Denver called the Tire Mart & Supply Co., situated at 14th and Glenarm 
Streets in the city. As soon as this distributorship was established it became 
my duty to see that all Continental service-station lessees and dealers had in- 
formaion about this TBA supplier and in connection with carrying out these 
duties, I called upon Warren Goddard, then a Continental service-station lessee. 
After I had explained that he could now obtain Goodrich tires through the 
Tire Mart & Supply Co., he asked me if I would write him a note giving him 
the exact name and address of this concern. In accordance with this request, 
I wrote to Mr. Goddard the note which was introduced in evidence at the 
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Roosevelt committee hearing in Denver and which is transcribed in the record 
of these proceedings at page 790. 

At the time this note was written, Mr. Goddard was not only purchasing for 
sale at his service station Goodrich tires, but also tires of other manufacturers 
and in particular tires of the Dayton Tire & Rubber Co. After this note was 
written, Mr. Goddard continued purchasing Dayton Tire & Rubber Co. tires and 
other TBA supplies as well as Goodrich, and no pressure of any kind was ever 
brought to bear upon him to discontinue the purchase of such other TBA sup- 
plies; nor did I say anything to Mr. Goddard either before or after the above- 
mentioned note was written to the effect that he was required to purchase the 
Goodrich TBA supplies. 

Further affiant saith not. 

RICHARD PEATE. 

Subscribed and sworn to before me, a notary public, in and for said county 
and State, this 20th day of May 1957. 

[SEAL] VIRGINIA L. ZIEGLER, 

Notary Public. 

My commission expires July 25, 1959. 

Mr. Roosrvetr. Because there is responsibility. All right, sir, let 
us change the subject for a minute. When the dealer agrees to a price 
change to meet competition, what proportion of it do you carry, and 
what proportion does the dealer carry? When I say “you,” of course, 
I mean the dealer and the company. 

Mr. Lippetx. Well, that is a matter of judgment, and there is no 
fixed policy that follows from year to year, from month to month. 
Conditions are taken into consideration as to what the needs are, and 
I can’t give you a fixed policy 

Mr. Roostevett. You mean to tell me that the company has no policy 
with relation to their dealers when you know—and you must know 
in the operation of the business—approximately what the break-even 
ors of the dealer is, where his margin over what he has to pay for 
uis tank-wagon price is, as he can post it on the pump? You know 
whether it is 5 or 6 or 4 cents, and, when it drops down, let’s say, to 
4 cents or lower, you know he isn’t making ends meet, but you have 
no policy in the company to help him out on that basis? 

Mr. Lippetz. We have at times gone on a 70-30 basis; at times we 
have gone on an 80-20 basis. At times we have just reached up, and 
here’s a figure. ' 

Mr. Roosevett. In other words, it’s completely in the lap of the 
gods, and the poor old dealer 

Mr. Lappetx. No; it isn’t 

Mr. Roosrvert. Can’t go on any kind of a policy from you. Some- 
times he might get 10, 20; sometimes 30; sometimes something you 
reach up out here for him. That seems so irresponsible, I just can’t 
believe it. 

Mr. Lippetx. Well, I am telling you the truth. [Laughter.] 

Mr. Roosrvett. This is very serious. I would appreciate it if there 
wasn’t any demonstration in the room. 

Mr. Lippert. Pardon me; I am sorry. There are different degrees 
of price wars. There are all kinds of price wars; that is the most com- 
plicated subject you could possibly get into; how they start and who 
starts them. Nobody ever starts them. But if a price war is going to 
last for 2 or 3 or 4 weeks, it is one thing. If it lasts for 15 months, as it 
did in Denver, it is another thing. It isn’t a dealer that is carrying 
it. Certainly, in the long run, we find in some cases we ought to be a 
little more liberal with these dealers, and we assume more of it. T am 
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trying to make you understand how we reason this thing and why we 
give them more. These things happen in a funny way. 

Mr. Rooseveir. They sure do. 

Mr. Lippect. AmI right? We don’t have a fixed poles 

Mr. Kump. No; we do not have a fixed policy, but it isn’t as hap- 
hazard, Mr. Roosevelt, as you seem to think, because we do study the 
problems in each of these areas where we are confronted with the al- 
lowance problem. It isn’t one of these things that you just pitch out 
of a basket or into a basket, hoping that it will hit the right sort of 
mark or that it will hit the basket, even, and I believe that if you 
were to talk with our lessees and with our dealers in this region, you 
would find that they are generally of the opinion that they have had 
good, fair treatment when it comes to the allowance problem. Not 
only that, but I believe that we have, as a policy, been certainly on 
the liberal side, and this 70-30 basis, is, I believe, Jim, the lowest 
formula—that is, I mean, has allowed them less than anything else 
that we have done for them, so it has not been 

Mr. Roosrveit. Do you have any stop-loss position, so, if you knew 
a dealer got below a certain point, at that point you would make sure 
you carried 

Mr. Kump. Seventy percent of the load. 

Mr. Roosrevett. Only 70 percent 

Mr. Kump. Well, I don’t think we have gone on any basis that 
would be less liberal than that. 

Mr. Lippe. I think that the minimum margin that we have set 
up for a dealer in any price war that I know of is 4% cents; is that 
correct ? 

Mr. Kump. Yes, Jim, but more recently we have not even gone as 
low as 414 cents. I think that our lessees—and I am going on memory 
now—have had in excess of the gross margin of 414 cents all the way 
through since perhaps—and I am guessing at this date—let’s say 
about a year ago. I believe you will find that that would be an ac- 
curate statement. 

Mr. Roosrvetr. Then would it be proper for the committee to as- 
sume that you will not allow the dealer margin to go below 414 cents? 

Mr. Kump. We would not, and I do not recall of any instances 
where our dealers have had less than a 414-cent gross margin. Now, 
there may be some, but, if there are, I can’t remember them. 

Mr. Lippert. May I state this, that we look at all these price wars, 
and we try to determine how they happen and why they happen. 

Mr. Roosrvevt. I am coming to that, and I want to ask you a spe- 
cific question on that. 

Mr. Lippe. I want to make a point of that, if I may. 

Mr. Roosevetr. Certainly. 

Mr. Lippext. A gentleman from the Texas Co. said, “A bunch of.us 
dealers got together and ran the price down.” That costs us money. 
I am sure, when they ran the price down, they wanted the supplier 
to give them a margin. We take a long look at those things, because 
that is out of our pocket, too. 

Mr. Roosevett. Incidentally, that gentleman was under grave dan- 
ger when he made that statement. As you know, it is illegal to do 
that. 


Mr. Lippetx. I think the little man can do that with impunity. 
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Mr. Rooseverr. I can give yeu many instances where they can’t, 
where the Government has actually sued them under those circum- 
stances. Where does the major competition come from when a price 
war starts, in your opinion? Let me ask you that question. Does 
it come from the unbranded group, or where does it come from? I 
mean, you have these agents of yours out surveying the situation all 
the time. As you said, they are continually watching the situation, 
and they are, as you put it, advising your dealers. Now, with all this 
information, you should have a pretty good idea how this thing starts, 
and the committee would like to know. 

Mr. Lippett. Well, it starts in many, many ways. Here is a small 
clipping from the Denver Post that talks about a price war and how 
it started. I would like to read it to you, if I may. 

Mr. Rooseverr. Certainly. 

Mr. Lippeww. “Warring gas stations’ 

Mr. Roosrvert. Although I want to point out I don’t really care 
about the Denver Post’s idea of how it starts. I want yours. 

Mr. Lippetz. This is some gentlemen who gave their opinion to the 
Post how it started. 

Mr. Roosevetr. Then I must ask you, are you in agreement with 
what you are about to read ? 

Mr. Lippetu. Yes, I think I am. 

Mr. Rooseverr. All right. So that is your position. It is his posi- 
tion, if he agrees with this. 

Mr. Netuts. Does he want to make it as his statement ? 

Mr. Roosevetr. Yes, he said so. 

Mr. Lippetz. I think in this case it is probably what happens. 


Denver’s warring gasoline stations— 
it says— 


took an uneasy respite from further price cutting, but indications were there 
would be more good news for motorists over the weekend. Prices stood at 24.9 
cents for regular gas and 26.9 for ethyl at the minor stations. The majors were 
2 cents higher in each bracket. There was some threatening talk about further 
cuts, but for the most part the station operators were simply watching each 
other warily. All of the major distributors had reluctantly entered the battle- 
field by early Thursday, and spokesmen said they were geared for a long-drawn- 
out war. Predictions were that the price for regular gas would reach the 20- 
cent level before the peace was restored. However, the predictors invariably 
added the qualifications, if the other stations keep dropping their prices. As of 
late Thursday there were no stations willing to take the next cutting step. The 
latest skirmish began Monday when Ben Arkin, president of the Arkin Petroleum 
Co., announced he was cutting the price of gas at 13 Frontier stations which his 
firm services. Arkin said he began the battle to bring a final end to the price 
war that began 13 months ago. Prices have never returned to the level of pre- 
war days. However, Ted Mann, manager of the three Martin service stations 
here, laid claim Thursday to having started the newest uprising on Septem- 
ber 28. 


So those two fellows are vying for the honor of having done it. 


But Arkin and Mann and the other distributors confess they aren’t sure what 
the whole war was all about. The motoring public when last heard from 
didn’t care. 

Now there is a case where both fellows evidently did cut the price, 
and they were trying to build themselves up in the public eye, I sup- 
pose, by taking credit for it. 


? 
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Mr. Roosgvert. All right. Now specifically then it is your opinion 
that independents such as the Frontier dealers or the Martin dealers 
are the source of price cutting in the Rocky Mountain area? 

Mr. Lipper. I don’t want to confine it to them, Mr. Roosevelt. 

Mr. Roosevett. Let us put them in their category as independents, 
nonbranded, in other words, except as Frontier is a brand, a minor 
one. 

Mr. Lipperx. Here is what happens: An independent dealer starts 
reducing his price as a gimmick by which he can get volume, and he 
does bring volume because price is a factor in our business. 

Mr. Roosrveir. Let me stop you right there. Do you ever do the 
same thing in order to get rid of gasoline? 

Mr. Lappetu. At the service-station level, no. 

Mr. Roosrvett. At what level do you do it ¢ 

Mr. Lippe. Well, I can remember in my experience with the Con- 
tinental Oil Co.—which goes way back when I was handling whole- 
sale sales—that we did at times find ourselves with surplus gasoline, 
and we met the going market. Whatever the market was it took to 
sell it, we sold at that market. 

Mr. Roosevet. In other words, you reduced your price sufficiently 
to get rid of the gasoline. 

Mr. Lippety. We sold it at what the buyer would pay. 

Mr. Roosrveir. Well, we are fighting about words. It is the same 
thing. You reduced it to the level at which the gasoline would move, 
isn’t that correct ? 

Mr. Lipper. We had a meeting of the minds, ves. 

Mr. Roosevett. What ? 

Mr. Lippett. We had a meeting of the minds on the price. 

Shall I go on a little further with this thing? These fellows start 
cutting prices, and they build up their volume, and that volume has 
to come from somebody else. Well, the guy that loses it, he sits there 
and sits there, and there is no price war. That is no price war, he 
sits there and takes it, until finally he gets in trouble, and when he 
decides that he is going to cut his price, then is when the war started. 
Now who started it? The fellow that met the low price started 
it—that is what the low man says. The fellow that was up on top, 
he says the low man started it. 

Mr. Roosrverr. But in essence what you are saying is that most of 
what you believe to be the price war starts with these independents, 
the one on the left of that group. 

Mr. Lippeti. Absolutely. 

Mr. Roosrvettr. Absolutely ? 

Mr. Lipper. Yes, sir. 

Mr. Roosrverr. Now do you supply your gasoline to other than 
Conoco lessees, and in particular to any of the jobbers, retailers, or 
to others in the retail business who are not your brand dealers? 

Mr. Lippety. No, sir; we do not. 

Mr. Roosevett. You don’t sell a gallon to them. 

Mr. Lippe. No, sir. 

Mr. Roosrveir. Let me rephrase the question. You sell your gaso- 
line then only to your branded dealers or to jobbers who sell your 
brand ? 
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Mr. Lippexy. I am talking about the Rocky Mountain region. I 
don’t know what the company does as a whole, but I think i in “general 
they follow the same policy. But in the Rocky Mountain region where 
I live, we sell through branded channels, and we don’t sell the price 
cutters our stuff at a low price and let them come back and set up 
competition for our dealers to meet. Is that what you are driving at, 
Mr. Roosevelt ? 

Mr. Roosevett. In other words, none of your gasoline in the Rocky 
Mountain area gets into the nonbranded field ? 

Mr. Lippetx. I don’t believe a single drop of it does, but let me con- 
firm that. Does it, Mr. Kump? 

Mr. Kump. No. We have a policy which precludes the chance of 
selling unbranded gasoline. We do not sell it out here in this region. 

Mr. Roosrverr. Mr. Liddell, the committee would like to have you 
submit your sales figures for the year 1956 and up to the date for the 
first quarter of 1957, if that is possible for you to do and account to 
the committee for all of the sales. I am restricting this to the Rocky 
Mountain area. 

Mr. Lippeitzi. Yes. Let me ask. Do you want a detail of every 
invoice that we have made, or do you want us to give you a recap of 
our sales? 

Mr. Roosrvett. No. 

Mr. Lippetx. To make the detail would be very cumbersome and 
burdensome, and I would hate to have to do that, but we will be very 
happy to tell you our sales and the channels through which it went. 

Mr. Roosevetr. Let me put it this way, it will be acceptable to the 
committee if you will put it in the categories that you see up there, 
specifically the amount of gallonage that went to your retail branded 
dealer; secondly, to the branded jobber where you require under your 
arrangement with the branded jobber that he in turn retain your brand 
wherever he disposed of the gasoline he received. 

Mr. Lappetx. We will be very happy to do that, sir. 

Mr. Roosevetr. And in particular, we would like the name of the 
jobbers to whom this was distributed. 

Mr. Lippetzi. Do you want just the jobber’s name? We will give you 
the total gallons, and then we will say we have X number of jobbers 
and here they are. You don’t want what each jobber got ? 

Mr. Roosevett. No, no. I just want the names of the jobbers and 
your statement that these jobbers account for all of the gasoline you 
have listed as being sold to jobbers. 

Mr. Lippety. We will be very happy to do that, sir. 


INFORMATION RELATING TO SALES BY CONTINENTAL TO DEALERS AND JOBBERS IN 
THE Rocky MOUNTAIN REGION 


The aggregate volume of ie of gasoline by Continental Oil Co. to branded 
Conoco retailers was in 1956, 8,573,823 gallons and in the first quarter of 
1957, 26,137,792 gallons. 

The aggregate volume of sales of gasoline by Continental Oil Co. to branded 
Conoco jobbers was in 1956, 15,838,739 gallons, and in the first quarter of 1957, 
3,519,959 gallons. 
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Following is a list of the names of all branded Conoco jobbers to whom sales 
were made in 1956 and the first quarter of 1957: 


Climax Oil & Supply 
Home Oil & Supply Co. 
Rex Oil Co. 


W. A. Jones Transfer Co. 


Colorado Supply Co. 
Keeling Oil Co. 


Bredford Randall Oil Co. 


Walden Oil Co. 
Timnath Garage 

F. G. Dallason 

A. C. Hitt 

Natrona Motor Co. 
H. N. Thompson 
Riverview Oil Co. 
Triangle Oil Co. 
Pemberton Oil Co. 
Westland Oil Co. 
Nashua Conoco Service 
Earl Ingersoll 

Fred Scott 

Robert Hurliss 
Whitman Bros. 
General Mills 

E. T. Michels 
Virginia City Garage 
Gates Mutual Benefit 
Midway Gas & Oil Co. 
Tomkins Hardware 
Fouret Bros. 


Lenzini Motor Co. 
Poudre Canon Filling Station 
Edward G. Clark 

Sussex Oil Co. 

Wyatt Service Station 
Collins Bros. 

W.O. Raben Oil Co. 
Cotopaxi Garage 
Thompson Oil Co. 
Medicine Lake Oil Co, 
Trail Garage 

Walter J. Chitwood 
Amsterdam Garage 
Norman’s Conoco Service 
P. J. Cheetham 

Mattson Lumber Co. 
Maichel Oil Co. 

H. A. Gregg 

Bud Lake Truck Car Stop 
Landon & Tarue Oil Co. 
Flineco Corp. 

George 8S. Reid 

Lincoln Service Station 
Midland Service 

Phillips Dist. Co. 

A. L. Geary 

J. Tucker 

Carl Robinson 

Superior Service 


It is Continental’s policy in the Rocky Mountain region to restrict jobber sales 
of gasoline to jobbers who resell under the Conoco brand name. When the 


company expanded its marketing operations into the Spokane area in 1954, 
Super Oil Co., an unbranded Spokane jobber account, was obtained in an effort 
to establish volume in this area and sales to this account have continued through 
1956 and the first quarter of 1957. The 1956 sales aggregated 572,852 gallons 
of gasoline and those in the first quarter of 1957 aggregated 273,635 gallons 
of gasoline. 

In 1956 Continental Oil Co. organized a corporation called Camas Oil Co. 
with headquarters in Lewiston, Idaho. This company, a wholly owned sub- 
sidiary of Continental, acquired the property of a small marketing concern that 
had theretofore operated as a partnership in this area. Sales to Camas might 
be considered jobber sales. In 1956 sales in the amount of 1,980,857 gallons 
of gasoline were sold to this concern (this figure including both sales to the 
concern while it was operating as a partnership and sales to Camas Oil Co., a 
wholly-owned subsidiary of Continental Oil Co.). In the first quarter of 1957 
sales to the Camas Oil Co. aggregated 389,563 gallons of gasoline. Camas Oil 
Co. resells most of its gasoline under the Conoco brand, but in certain instances 
retains the Veltex brand name which was the name under which it sold all of its 
gasoline prior to the establishment of Camas Oil Co., a wholly-owned subsidiary 
of Continental. The use of the Veltex brand name is, however, temporary and 
will be discontinued in the near future. The Camas Oil Co. also resells gasoline 
to two small jobber accounts, Hanson Oil Co., of Coeur d’Alene, Idaho, and 
Wirmsa Oil Co., of Omak, Wash. These jobbers resell under their own 
brand name. 

Wescott Oil Corp., of Boise, Idaho, is another wholly owned subsidiary of 
Continental Oil Co. This corporation markets gasoline in Idaho and the extreme 
eastern portion of Oregon. Sales to Westcott might be considered jobber sales. 
Sales of gasoline to the Westcott Oil Corp. in 1956 amounted to 13,280,532 
gallons, and in the first quarter of 1957 such sales amounted to 2,649,478 gallons. 
Westcott resells this gasoline under the Conoco brand name. 

Subject to the qualifying comments above set forth the list of jobber accounts 
appearing on this attachment includes all jobbers to whom gasoline was sold by 
Continental Oil Co. during 1956 and the first quarter of 1957. 


92285—57—pt. 2——_6 
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Mr. Roosevett. Thank you. 

Does any of the gasoline brought into this area that you sell come 
in by pipeline, or is it transported by pipeline that you own to other 
than your branded people again ? 

Mr. Lippett. You are talking about the gasoline that we sell? 

Mr. Roosevett. Yes. 

Mr. Lippeti. We, within the region, transport through a product 
pipeline from Sinclair, Wyo., to Salt Lake City, Utah and in turn 
put gasoline into the Salt Lake pipeline which runs on up to Pasco, 
Wash., and over to Spokane. Now, we do business in that product 
pipeline. We also put our gasoline in a product pipeline which 
extends from Billings, Mont., to Spokane, Wash. We are also putting 
some product gasoline into a product pipeline that extends from 
Billings, Mont., to Glendive, Mont. 

Mr. Roosevetr. Do you have any interchange of gasoline between 
Sinclair and yourselves or any other companies and yourselves ? 

Mr. Lippert. We have a processing arrangement at Sinclair, Wyo., 
in a refinery that is owned by Sinclair. They run crude for us and 
make product to our specification i in that refinery, and we can go up 
to a certain level of crude that they will run for us over a certain 
period of time covered by the contract. 

Mr. Roosrvetr. In the pipeline is there any interchange of product 
between that which is going from Sinclair, for instance—to be specific, 
is it possible at any point that your retail outlet would actually be 
selling Sinclair gasoline? 

Mr. Lappety. No; I don’t think it is. 

Mr. Roosrvett. I am not asking what you think. I mean, will 
you give me as direct answer as possible. 

Mr. Lippetz. I will. I know positively that where we put additives 
into our gasoline that it is not Sinclair gasoline and couldn’t possibly 
be, because we get that additive in there, and it is our additive, and 
they don’t have it. 

Now, when you come to the regular grade of gasoline, there is : 
commingling of gasoline in product pipeline tanks, and the same 
gasoline, regular ‘gasoline IT am talking about now, that we get out 
of the pipeline might well be Sinclair’s also, but it is made to a 
specification that meets our requirements, and whereas there is a 
commingling, the same specification would meet Sinclair’s require- 
ments. So we are very careful that we get specification gasoline. 

Now, their specification may be the same as ours. There is that 
commingling that takes place ; yes, sir. 

Mr. Roosevetr. So, in other words, it is all essentially the same 
product, and it is interchangeable. 

Mr. Lippetu. Well, that isn’t true of all gasoline, not by any means. 
I am talking about Sinclair and Continental now. 

Mr. Rooseverr. Sinclair and Continental, that is all I am asking 
about. 

Mr. Lippe. Yes. 

Mr. Roosrvett. It is. 

Mr. Linpeti. That’s right. 

Mr. Roosrverr. What Government agency inspects the quality of 
your gasoline and at what point is it inspected ¢ 
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Mr. Lippety. I know it is inspected by State people, but I will 
ask Mr. Kump to give you the details, Pecieine I am not familiar 
with it. 

Mr. Kumpr. Well, I can’t give you the detail. As a matter of fact, 
I do not believe that it is inspected by any member of the Federal 
Government at all. 

Mr. Roosrvetr. Is it inspected by the State ? 

Mr. Kump. Yes. The States have control, but as far as I know 

Mr. Roosrvett. On the basis of octane rating ? 

Mr. Kump. Sir? 

Mr. Roosevett. On the basis of octane rating? 

Mr. Kump. Yes; they pick up samples, and each of the States in 
which we operate have test labs and send these samples in. They are 
tested, and that is a regular procedure, but I cannot tell you exactly 
how often those samples are picked up. 

Mr. Roosevett. Where are they picked up from ? 

Mr. Kump. In some cases I believe from our wholesale plants, and 
in some cases from the service stations. I think they pick them up 
at times from one place and then perhaps the next time from some 
other place, alternate between the service stations and bulk plants, 
I believe. 

Mr. Roosrverr. Have there been any complaints as to the quality 
of the gasoline not being up to the specifications required ? 

Mr. Kump. No, sir; I haven’t seen any such complaints for the 
last 20 years orso. I don’t remember any for years. 

Mr. Roosrvett. The State law—and this we are asking for infor- 
mation—the State law would not indicate whether or not you were 
actually selling a certain octane gas, let us say 100 octane gas, at a 
certain pump. It would only indicate whether you had dropped below 
the minimum level ; is that correct ? 

Mr. Kump. Well, that is correct. Of course in some of the States 
I believe that they make a record, in cases where octane numbers are 
shown, on the pumps or at the point of sale somewhere. They make 
a record of that, and I think check to be sure that there is no violation 
of what would be the Fair Trade Act for the State. 

Mr. Roosevett. Do you have a Fair Trade Act in most of the States 
which require that the advertised octane be in the pump ? 

Mr. Kump. Well, sir, I toss that to Thad. 1 am not sure of the 
law. 

Mr. Roosrvett. I am going back to Mr. Hill’s question. I want 
to find out whether Mr. Hill is getting into his car 

Mr. Kump. I am not sure what the law actually is. 

Mr. Smiru. I guess we had better check that and furnish you with 
that information, As I understand it, you want to know if there is 
a law requiring that the octane rating be on the pump ? 

Mr. Roosrvett. No. What I want to know is, is it illegal, is there 
a fair trade law, in other words, in the States, and if so, in how many 
States in which you operate would it be made illegal to put into that 
pump, let’s say 100 octane pump which you are advertising as 100 
octane gas, when it turns out to be 98, 97, some other rating? Is that 
illegal or is that perfectly legal as long as it meets the minimum re- 
quired by the State? 
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Mr. Smiru. Well, I guess if you were advertising it as one thing 
and selling it as another there is a pretty good chance it would be 
illegal. 

Mr. Roosgveur. I don’t care whether there is a pretty good chance. 
I want to know whether it is or not. 

Mr. Smiru. We can give you the statutes on that, but I think we 
will find that is illegal. 

Mr. Kump. In the State of Utah I am quite certain it is illegal, but 
I am not certain of the other States in the Rocky Mountain area, talk- 
ing about Montana, Idaho. 

Mr. Roosrvettr. The committee would be interested in finding out 
how uniform the laws are and just what the requirements are, if you 
would get it for us. 

STATUTES REGARDING THE POSTING OF GASOLINE OCTANES 

The committee requested information as to any statutes in any of the Rocky 
Mountain States making it unlawful to advertise for sale gasoline of a certain 
octane when the gasoline actually sold was of a lower octane. 

An examination of the statutes of Montana, Idaho, Utah, Wyoming, and 
Colorado has been made and the following such statutes found: 

Revised Code of Montana Annotated, 1947, volume 4, 60-205, 60-212, 60-215, 

Idaho Code, 1947, volume 7, 37-2501, 37-2504. 

Utah Code Annotated, 1953, volume 5, 41—11-34.10 (L. 1953, ch. 68, sec. 1). 

Wyoming Compiled Statutes, 1945, Annotated, volume 3, 46—L06. 

Colorado Revised Statutes, 1953, 100-24 (5). 

Does Conoco sell direct to commercial accounts at prices below those 
at which you sell your own jobbers in any instances ? 

Mr. Lippert. We have a policy that we do not do that. 

You are talking about gasoline. I would like to make an exception 
in connection with some of the distillates that we sell, diesel fuel oil, 
burning oils. We have found it necessary to become competitive with 
other people, but our general policy is, and I think we add here to it 
strictly on gasoline, that we do not go below the jobber price. 

Mr. Roosevetr. In other words, to the best of your knowledge 

Mr. Lappett. If there are exceptions—are there any exceptions on 
that ? 





Mr. Kump. Our policy is exactly as Mr. Liddell stated, and it is our 


aim to carry out that policy to the letter, but I do know of one case, 
Jim, last year where through an error or poor communications, I 
would say, there was a commercial consumer account sold on a basis 
that was lower than the jobber price, but it was pure and simply a mis- 
take, as I say, probably poor communications, but that is the only case 
that I know of where it has happened. 

Mr. Roosrvett. Did you put a stop to it immediately ? 

Mr. Kump. We were committed to the point where we could not in 
that case put a stop to it. It happened to be a large road construction 
outfit and dam job where we were committed before we found out just 
what had happened, and I think legally we were undoubtedly required 
to fulfill it, and if not legally, morally, I think, that we were.. 
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Mr. Roosrvetr. But you did not renew it after it came to your at- 
tention. 

Mr. Kump. No, sir, and the people that made the mistake under- 
stood very definitely that we were not happy about the misunder- 
standing, and that we didn’t want any recurrence of that sort of thing. 

Mr. Lippeii. Let me correct myself, will you please? I think I re- 
member one that happened some 6 or 8 months ago where we bid on a 
construction job, and our prices were out of line on gasoline, and they 
were low on diesel, and people want to deal with us, and we hiked the 
one and lowered the other and balanced the thing out, and we got the 
business there. 

Mr. Roosrvetr. Is this the only instance of this? 

Mr. Lippe. That is the only one I think of at the moment. It is 
strictly our policy not to sell below the jobber price to consumers. 

Mr. Roosrverr. Again may we ask you to go over your records and 
to see whether there are any other deviations, and if so how many ? 

Mr. Lippetzi. Over what period of time, sir ? 

Mr. Roosrvetr. The last 15 months. 

Mr. Netuis. May I ask, Mr. Chairman, that that be done in accord- 
ance with the instance and the name of the commercial account in- 
volved, so as to be sure that if there are any exceptions to your policy, 
the committee has a record of them. 

Mr. Liappety. Be glad to. 

Mr. Kump. For the last 15 months, you say ? 

Mr. Roosevetr. Yes, sir. 


SALES TO COMMERCIAL CONSUMER ACCOUNTS AT A PRICE BELOW THE JOBBER 
PRICE 


The question was raised at the hearing regarding sales by suppliers to 
commercial consumer accounts at a price less than the same suppliers were 
selling their jobbers with the result that the jobbers are unable to get this 
type of business. Mr. J. W. Liddell, vice president of Continental, testified that 
it was the policy of Continental not to sell to commercial consumer accounts at 
a price below the jobber price and he was requested to have Continental’s rec- 
ords examined to see whether in practice there were instances of such sales. 
The records have now been examined, and there is attached hereto a list of 
such instances during 1956 and the first quarter of 1957. (See attachment 
No. 5.) 

Regardless of the fact that there have been occasional instances where Con- 
tinental’s policy regarding sales to commercial consumer accounts has not been 
followed, Continental believes that its policy is sound and is consistent with 
the best interests of jobbers and Continental is very sympathetic with the posi- 
tion taken by jobbers on this question. 

In this connection one of the witnesses at the hearing, Oscar Santi, a Phillips 
jobber in Walsenburg, Colo., testified that Continental bid 2 or 3 cents a gallon 
under the jobber price for commercial consumer accounts in the Walsenburg 
area. Continental’s records of sales to commercial consumer accounts in this 
area have been examined and no such sales at a price below the jobber price were 
made in this area during 1956 or the first quarter of 1957. (See attachment 
No. 6.) 
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ATTACHMENT No. 5 


ATTACHED TO MATERIAL SUBMITTFD BY CONTINENTAL O11 Co. RELATING TO DENVER 
HEARING, SUBCOMMITTEE No. 5 


List of instances where Continental sold to commercial consumer accounts at a 
price lower than the jobber price during 1956 and the first quarter of 1957, 
Rocky Mountain region 


j 
| Gallons sold 


| Ist 
1956 quarter 
| 1957 
a ae Te ee ee ekantchdaeitieiasl Aen 
Pioneer Construction Co., Yuma, Colo : : ; 18, 114 16, 293 
Road contractors, Great Falls, Mont.! 139, 152 | 14, 282 
Road contractors, Kalispell, Mont.!__- a ‘ . : , 15, 194 


Road contractors, Glasgow, Mont.!_______- 46, 393 | 3, 598 


! The individual road contractors in Great Falls, Kalispell, and Glasgow are not shown because in these 
situations a price below the jobber price was quoted to 1 such contractor and then aut»matically quoted 
to all within the competitive area so as t> avoid discrimination among such contractors in the same com- 
petitive area. 


Consumer accounts are classified by Continental in its marketing depart- 
ment policy and procedures guide as follows: 

“(a) Commercial consumer: A consumer buying in wholesale quantities, prin- 
cipally for the operation of automobiles, trucks, or tractors, but not including 
farmers. 

“(b) Industrial consumer: One who buys petroleum products in wholesale 
quantities principally for use in stationary equipment. 

“(c) Farmer: A consumer buying in wholesale quantities for use in the 
operation of a farm or ranch. 

“(d) Various governmental bodies and agencies, railroads, and other trans- 
portation companies, large construction contractors, and other types of cus- 
tomers that do not fit into any of the foregoing classifications are generally 
considered as separate groups in their customer relationships with the com- 
pany.” 

The list above shown is a complete list of the commercial consumer ac- 
counts, as defined in the above-quoted extract from the policy guide, to whom 
gasoline was sold in the Rocky Mountain region at a price below the jobber 
price during 1956 and the first quarter of 1957. 

There are, however, a number of additional consumer accounts to whom 
gasoline was sold during 1956 and the first quarter of 1957 at a price lower 
than the jobber price in order to meet competition. These are not commercial 
consumer accounts within the meaning of the Continental policy. Because 
the committee’s view of what constitutes a commercial consumer account 
may not be as restricted as the definition of a commercial consumer account 
above quoted, we are listing the names of such additional consumers in order 
that the committee’s information on this subject may be complete. 


| Gallons sold 





] 
| Ist 
| 1956 quarter 
1957 
Broadmoor Hotel, Colorado Springs, Colo 792, 764 165, 145 
Colorado Springs Transit Co., Colorado Springs, Colo-_---_-- . 498,599 | 106,802 
Blue River Construction Co., Dillon, Colo : ; 18, 202 15, 287 
Colorado Fuel & Iron Corp., Pueblo. Colo_-__- sy e ad | 36, 237 74, O18 


Peter Kewitt & Sons, Thompson Falls, Mont i } 4,071 | 25, 765 


Mr. Sam Ross, in the course of his testimony, complained of sales by Conti- 
mental to the United States Government at prices below the jobber price. Be- 
cause of the possibility that such sales might be looked upon as constituting a 
deviation from Continental’s policy, we call the committee’s attention to item 
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(d@) above quoted where it is perfectly clear that sales to the Government are 
not under Continental’s policy considered commercial consumer accounts. Sales 
to the United States Government are handled on an entirely different basis 
than are sales to commercial consumer accounts. In many cases these sales are 
not made through the regional office at all but are handled by the headquar- 
ters office in Houston, Tex., so that frequently the regional marketing office is 
not familiar with the details of these transactions. In bidding on United 
States Government business, it is Continental’s policy to meet competitive prices 
and practices where a reasonable profit can be secured. 

The aggregate volume of gasoline sold to all of the consumer accounts 
hereinabove listed during 1956 and the first quarter of 1957 comprise only 
one-half of 1 percent of Continental’s marketing volume in the Rocky Mountain 
region. 

ATTACHMENT No. 6 


ATTACHED TO MATERIALS SUBMITTED BY CONTINENTAL Orn Co. RELATING TO DENVER 
HEARING, SUBCOMMITTEE No. 5 


AFFIDAVIT OF ROLAND H. PHILLIPS 
STATE Of COLORADO, 
City and County of Denver, 8s: 

I, Roland H. Phillips, the undersigned, being first duly sworn, do depose and 
say as follows: 

My home address is 8720 Dover Circle, Denver, Colo., and I am employed as 
assistant division manager for Continental Oil Co. in Denver, Colo. 

In the course of my duties I am familiar with sales by Continental to com- 
mercial consumer accounts in the Walsenburg area. I have examined the records 
of such sales during the year 1956 and the first quarter of 1957 and on the 
basis of my examination of these records and my own knowledge of sales 
of this kind in this area I find that there were no sales to commercial consum- 
ers in the Walsenburg area in the year 1956 or the first quarter of 1957 at a 
price below the jobber price. 

Further affiant saith not. 

RotanD H. PHILLIPS. 


Subscribed and sworn to before me, a notary public, in and for said county 
and State, this 21st day of May 1957. 
[SEAL] VIRGINIA R. ZIEGLER, 
Notary Public. 
My commission expires July 25, 1959. 


I have one more question, and then I will yield to Mr. Hill. 

In the matter of your margins for jobbers—which I believe are about 
31% cents, is that correct ? 

Mr. Lappett. I think it is 314 in Colorado, yes, sir. I believe it is 
3.40 in Montana. 

Mr. Kump. It has been 314 in Colorado, and it is presently 3.3 
on house-brand gasoline. 

Mr. Roosevetr. Do you have a stop-out margin for jobbers? 

Mr. Kump. Yes, 2 cents. We split on the subnormal part down to 
2 cents, but they are under our arrangement guaranteed that they 
will get the minimum of 2 cents. 

Mr. Roosrvetr. If it is possible and reasonable to do that for job- 
bers, why isn’t it reasonable to do that for dealers ? 

Mr. Kumr. Well, we do, Mr. Roosevelt. I think I said to you that 
we have not gone below 41% cents to dealers. 

Mr. Roosrve.r. That is now the stop-out policy of the company ? 

Mr. Kump. Yes. 

Mr. Roosrvetr. Mr. Hill? 

Mr. Hitt. Yes. I just want to go back to a conversation we had 
awhile ago in your relationship with retail associations which we 
have had here today. Now, you do have friendly relationship with 
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the Retail Dealers Association, is that correct? Did I understand you 
say 
Mr. Lippert. We certainly endeavor to have friendly relations with 
everybody, including them. 

Mr. Hix. Did I get the wrong impression that you were doubtful 
whether you had the right to discuss legislation with anyone in your 
organization? Did I get a feeling you were a little afraid to say 
you did ? 

Mr. Lippe. Not at all. Mr. Smith here adheres strictly to the 
law, and we consult with him often and long about what the law is, 
and I am sure that you felt no misgivings about discussing this sub- 
ject with the lessee. 

Mr. Smirn. Well, the question asked was whether or not we talked 
with these dealers for the purpose of giving them our views on these 
bills. Perhaps I should have said at the time I would consider it per- 
fectly legal to give them our views on these bills, and perhaps we 
should have done it. Asa matter of fact, what we did do was discuss 
possible interpretations of these bills with them to assist them in their 
understanding of them. Now, there is nothing illegal in 

Mr. Hix. That is the point I wanted to make. Mr. Roosevelt and 
I might differ in our voting record on bills, but we are still in America, 
and you have a perfect right to explain from your viewpoint how dis- 
tasteful the legislation in question might be to those members of this 
association in which you are interested. I know because I sit in a 
place where I get all kinds of letters not only from individuals but 
also from organizations and associations, and they do not hesitate to 
let me know how they stand on any public matter. So I think that 
whether you are a corporation, and independent business, or an in- 
dividual, you must still keep that in mind. You gave me the impres- 
sion that you were afraid to tell members of the association that you 
were opposed to this legislation, and let me say that is the first time I 
ever heard such a thing. r 

Mr. Smiru. No, not in the least. 

Mr. Hix. So you were not afraid to state your position on this 
legislation. 

Mr. Sort. Not in the least, and in addition, I think I pointed out 
in answer to questions that we expressed our views on these bills, and 
they expressed theirs, and I am sure neither the dealers or any of us 
felt the slightest reluctance to express our views. 

Mr. Roosrevett. No, I think, to set the record straight, that counsel 
made very clear that there was nothing illegal, nothing wrong, or 
nothing to be criticized in your discussing at any time with anybody 
you want to discuss the merits or demerits of any piece of legislation. 
It would, of course, I think, be unethical to try to sway a person’s 
opinion on legislation with a threat that because he was your lessee 
something might happen to him if he didn’t get around to agree with 
you, but I don’t think there was any intimation of that in any way at 
this time, and certainly we want to make the record clear that there 
wasn’t. 

Mr. Hitz. That was what bothered me. I thought perhaps some- 
one would get the impression that there was an implication of wrong- 
doing in discussing legislation with one’s own customers or with mem- 
bers and officers of an association. 
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Mr. Rooseverr. I think what counsel had in mind was that if you 
were going to establish dealer panels, that would be a better way to 
establish them rather than to have you pick out two individuals and 
have them come in and then ask them to educate everybody else. It 
would be better if you allowed the dealers to select the people that 
they would like to have represent them, and then let them come in and 
discuss it and do whatever you wanted to do under those circumstances. 

Mr. Hitz. To end this, it was the president of the dealers’ associa- 
tion you were talking to, wasn’t it? He should know something about 
what the association stood for. Isn’t that correct? 

Mr. Smirn. Yes. 

Mr. Hitz. So you see, Mr. Chairman, they were talking to the 
top 

Mr. Lippetx. That is the reason we selected him. I was in on that. 
We wanted to know who to talk to, and here is the president. He is 
the top guy, so we thought we ought to talk to him. 

Mr. Roosrvert. I think that is what should be in the record. 

Mr. Nexiis. May I have one more question, Mr. Chairman ¢ 

Mr. Liddell, on page 6 of your statement at the bottom there ap- 
pears the following language: 





It is my understanding that this committee has under examination the trend 
in some areas toward commission and/or salary operation of retail service sta- 
tions. I should like to point out that insofar as Continental Oil Co. is concerned 
the service stations which we own are operated by independent businessmen on 
a lease basis except for a very few which we operate as sales training stations. 

Now I did not wish the record to remain as it is without some ex- 
planation from you. You were here this morning when there was 
testimony concerning the efforts made to put Mr. Colvin and a num- 
ber of dealers on a commission basis. There was also put in evidence 
a letter from your president, Mr. McCollum, stating that the matter 
was under consideration. Now the committee understands that the 
matter was eventually resolved, as far as your company is concerned, 
against the creation of commission stations, but don’t you think it 
would be more candid to say that insofar as your company is con- 
cerned, the stations which you own and operate are operated by inde- 
pendent businessmen, although you did try to effectuate a commission 
plan in Denver? 

Mr. Lippetx. Yes. Thank you, sir, for bringing that out. We tried 
a commission station in Denver. We very soon turned it to a lessee 
operation. We have one operating now, I believe, in Provo, Utah, 
and we have one in Pocatello, Idaho, and possibly one in Spokane. 
They were talking about putting one in up there, and we don’t know 
what this kind of operation is. We want to learn. We are in busi- 
ness. Maybe these fellows have got something, that is the way they 
ought to be run, I don’t know. But we want to find out, and cer- 
tainly from our viewpoint it is a training operation. We can put 
a lessee in there and give him a commission, and in 2, 3, 4, 6 months, 
we can find out if he is capable of being a lessee and giving him a 
lease. 

Mr. Roosrvett. Mr. Liddell, you would agree, though, that it would 
be unfair competition to put a so-called training station under those 
circumstances in direct competition with one of your own dealers, 
put it in the same area. 
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Mr. Lipper. No; I don’t think I would agree to that, Mr. Roose- 
velt. Idon’t see anything unfair about it. 

Mr. Roosevetr. You don’t think that the fact that you can control 
and set the price for that station, whereas your dealer in the other area 
would then have to follow that price set by you, because he wouldn’t 
have anything else, would put him in a less favorable competitive posi- 
tion than the company with all of its resources ? 

Mr. Lippett. No. Knowing our price policies, I don’t think we 
would set up anything that would hurt any of our other dealers. 

Mr. Roosevett. I didn’t say you were doing this. In fact I under- 
stood you were not doing it. But if this happened, wouldn’t there be 
an element of unfair competition that actually existed ? 

Mr. Lappex. If it happened, and we used it in the wrong way, it 
certainly would, but if we don’t use it in the wrong way, I see nothing 
wrong with it. 

Mr. Roosrvetr. In other words, it does become a wrong, which is 
what I want to establish, in your opinion, where it is used as a lever 
against the dealer. 

Mr. Lappext. If it is used in an unfair way against a dealer, I sup- 
pose it could be interpreted as a wrong, yes, but we have no intention 
of doing that, I can assure you. 

Mr. Netuts. May I state, of course, that in the record of this com- 
mittee and before this committee is a good deal of verifiable informa- 
tion to the effect that this is precisely the trend that is taking place 
in this industry at this time. I don’t relate it specifically to this com- 
pany, but I think the record should be clear that Mr. Colvin testified 
this morning that for a while it was touch and go as far as he was 
concerned after 10 years. 

Mr. Lippeti. Well, that station, I know a little about that, because 
the correspondence went to Mr. McCollum, and he has a habit of 
sending them on to me, and I looked into that one, and Mr. Colvin 
was in trouble out there, and we didn’t know what the trouble was. 
When we get a station that starts down, down, down, down, down over 
a long period of months, we begin to worry about it, and we didn’t 
know what the trouble was. 

Mr. Roosrvett. Now, one last question. Go back to this chart over 
here, Mr. Liddell. It is my understanding, again from you, that you 
do no direct selling, for instance, not necessarily to an unbranded 
price cutter, but to any other large commercial account, let’s say 
Sears Roebuck; you do no direct selling to anybody who sells under 
their own brand. 

Mr. Lippert. Well, now, wait a minute. I have thought of one 
thing here. We will sell to a major company that has branded prod- 
ucts of their own, but we don’t sell to dealer jobbers. To be specific, 
we are now making some sales to the Utah Refining Co. in Salt Lake. 

Mr. Roosrvetr. Where do they sell? 

Mr. Lippety. They sell Utah, eastern Washington. 

Mr. Roosevettr. They sell in competition with your dealers? 

Mr. Lippett. Yes, sir. 

Mr. Roosrvetr. Do you sell to them at a lower price than you sell to 
your dealers in your area ? 

Mr. Lippert. Oh, certainly. They buy in large bulk, and we sell 
them—it is a different class of trade entirely. 
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Mr. Roosrvert. Do you post the price so that your dealers know 
that you are doing this 1 in the area? 

Mr. Lappexu. No, sir; we do not. 

Mr. Rooseveit. You do not? 

Mr. Lippetx. No, sir. Maybe I can help you on that one. Those 
are refinery sales and not bulk plant sales at all. They are not bulk 
plant or service station sales. 

Mr. Roosevettr. You mean you are sending them crude oil, not gaso- 
line ? 

Mr. Lippeti. No; gasoline. 

Mr. Roosrverr. You are selling them gasoline to the refinery. How- 
ever, the refinery in this instance then is not acting as a refinery. It 
is only acting in essence as a wholesaler. 

Mr. Lippe. They run short. They run a big refinery in Salt Lake 
City, Utah. They have certain trade, and they run short of product, 
SO they come to us and say, “Will you sell us a certain amount of gaso- 
line over a certain period of time,” and it is strictly a refinery sale, 
entirely different from these sales that you have on the blackboard. 

Mr. Roosevert. And you do the thing in reverse, I would judge, 
or do you ever buy it from anybody else ? 

Mr. Lippety. Oh, we have at times; yes. 

Mr. Roosevert. Would you please give to the committee a list of 
the companies to whom you sell refined products in bulk and from 
whom you buy also? 

Mr. Lippeti. Over the same 15-month period ? 

Mr. Roosevetr. Yes. 

Mr. Lippetn. We will be glad to. 

(The list is inserted below :) 


List oF COMPANIES TO WHOM REFINERY SALES WERE MApbrE AND FROM WHOM 
REFINERY PURCHASES WERE MADE IN THE ROCKY MOUNTAIN REGION DURING 
1956 AND THE FIRST QUARTER OF 1957 


SALES 

The California Co. Union Oil Company of California. 
H. Earl Clack, Inc. Utah Oil & Refining Co. 

Richfield Oil Corp. Farmers Union Central Exchange. 


Husky Oil Co. 
PURCHASES 
Standard Oil Company of Indiana. jay Petroleum Co. 
Standard Oil Company of California. Farmers Union Central Exchange. 
Utah Oil & Refining Co. 

Mr. Roosrverr. Mr. Hill? 

Mr. Hitz. Nothing. 

Mr. Rooseveit. We want to thank you very much, sir, for your co- 
operation with the committee and I am sure my colleagues join me in 
our appreciation to you and the two gentlemen with you for their help. 

The committee will next hear from Francis Fleming and Mr. Roy 
Allison, the Oklahoma Gasoline Retailers. Will you gentlemen please 
come forward ? 

Will you please raise your right hands? 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Auuison. I do. 

Mr. Fiemrine. I do. 
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TESTIMONY OF ROY ALLISON, PRESIDENT OF THE OKLAHOMA 
GASOLINE RETAILERS ASSOCIATION, INC., TULSA, OKLA.; AND 
FRANCIS S. FLEMING, EXECUTIVE SECRETARY OF THE OKLA- 

HOMA GASOLINE RETAILERS ASSOCIATION, INC., TULSA, OKLA. 


Mr. Roosrvett. Would you please identify yourselves to the reporter 
and give her your address ¢ 

Mr. Autison. I am Roy Allison, the president of the Oklahoma 
Gasoline Retailers Association, and this is our executive secretary, 
Francis Fleming. 

Mr. Roosrvett. First may I say to you gentlemen that we appreciate 
our coming such a distance to be present today. Our colleague, Mr. 
Steed, from your State, specifically asked that we hear you, and we are 
delighted to have you with us, and we would appreciate it if you would 
proceed with whatever statements you wish to make to the committee. 

Mr. Fitemine. Mr. Chairman, members of the committee, we have 
come a long way, and we are due to be back tomorrow evening. You 
are running short of time. I understand you have to close this session 
today. AmT[right in that? 

Mr. Roosrvetr. You are quite right. The chairman, at least, has 
to be in Washington tomorrow morning. 

Mr. Fiemine. That is what I understood, that you have to finish 
today, and this is primarily a Colorado hearing. We do not wish to 
detract from their opportunity any more than is necessary. So with 
your permission, I will only read a small portion of our statement and 
then just submit it to you: 

My name is Francis 8. Fleming. I am executive secretary of the 
Oklahoma Gasoline Retailers Association, Inec., with offices in the 
Wright Building Annex, Tulsa, Okla. 

In the committee’s study, here being conducted, of petroleum mar- 
keting, I would like first to submit to the committee for their use in such 
study, affidavits from various retail gasoline dealers of Oklahoma City, 
Okla., concerning price discrimination as practiced by the major oil 
companies in our State. 

Now this has, please understand, nothing to do with the State of 
Colorado. The operations that we have been listening to are some 
of them new tousandsomearenot. This is our own. 

Inasmuch as these affidavits have been furnished the Federal Trade 
Commission, Washington, D. C., with the request that investigation 
and action be instigated on the basis of the violations cited, and to pro- 
tect the lessee dealers involved from reprisals by their suppliers we ask 
that the names of these dealers be withheld by the committee. 

Price discrimination and price fixing as practiced in Oklahoma are 
the two major evils which cause the gasoline price wars now existing 
in various sections of Oklahoma and especially in Oklahoma City. 
These price wars and the resulting constant lowering of the retail 
dealers’ margin of profit to the lowest figure in years, in these days 
of rising costs of doing business, are rapidly forcing the retail gasoline 
dealer to the point of economic disaster. 

Now, our branded or captive lessee dealers, call them what you may, 
are well aware of the common practice of the supplier selling, in our 
area—and we will prove this to you with affidavits which we are sub- 
mitting—the same grade of gasoline at from 4 to 6 cents a gallon 
cheaper than it is sold to their branded dealers. 
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Mr. Roosrvert. May I ask, Mr. Fleming, at that point, whether the 
affidavits indicate the specific companies concerned who actually take 
part in this practice ? 

Mr. Fiemine. The one we have submitted does not, but we will be 
glad to submit for your information or study an affidavit to that effect. 

Mr. Roosrverr. Yes. It wouldn’t have to be an affidavit. You 
would have to submit it as a sworn statement, but otherwise we have 
no way of specifically then picking up with a company and asking 
the company for its answers to the things that you are here talking 
about. 

Mr. Fiemr1nc. The company we refer to particularly in this case 
then would be Phillips Petroleum at Oklahoma City. 

Mr. Roosrverr. Allright, sir. You may proceed. 

Mr. Fiemrne. That is not contained in this statement of mine. 

The only other thing I would like to add to my statement, because 
a good deal of it is repetitive to the information that you have here 
already presented, I would like to add one more discriminatory price 

yractice which exists in our State, and that is independent or un- 
randed dealers purchase or are sold their gasoline on temperature 
adjusted basis, which means they buy their gasoline in our State ad- 
justed to 60 degrees of temperature Fahrenheit. The branded dealers 
are not offered that advantage. The fact is, they are denied it in 
most cases. We have probably a higher mean temperature than you 
people have up here. I don’t know the relationship between those. 
But we have many more warm months than we have cool months, 
and this is not a situation which, as we are told by our suppliers, evens 
itself out over the year, and we can submit you a year’s tickets to 
prove such statement, although we have not been contested on that 
particular situation. We are just denied or our dealers are denied the 
purchase of gasoline on temperature adjustment basis. 

With that I would like to add that to us it seems that the injunctive 
relief provided in H. R. 432, a bill to amend section 16 of the Clayton 
Act, would furnish our individual dealers an immediate and direct 
means of recourse from the threat of loss or damage by a violation 
of the antitrust laws, a situation which it does not now have under 
Federal law. It is rather cumbersome and difficult for the individual 
dealer to secure recourse on his own as our law now exists, although 
I think really in some cases it covers the situation if he could get 
there. 

With that [ will submit my statement and the affidavits. 

Mr. Roosrvett. Thank you, sir, and the committee will accept them 
and make them a part of the record. However, they will be kept in 
confidence because it is the committee’s policy where matters are in 
litigation not to make them a part of the public record, and they will 
be so held at this time. 

Do you want to proceed at this time, Mr. Allison ? 

Mr. Auuison. Yes, I would like to say a few words. Off the record, 
I don’t have any——— 

Mr. Roosrvett. Wait a minute. You can’t have anything off the 
record, I am sorry. 

Mr. Attison. I mean I don’t have anything written down. It is 
not a canned speech or nothing written by counsel, so it is not an 
executive secretary or some attorney writing, it is mine. 

Mr. Roosrvetr. You area dealer ¢ 
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ae Auison. I am a service station, Phillips 66 dealer in Oklahoma 
ity. 

Mr. Roosrvetr. How long have you been a dealer ? 

Mr. Auuison., About 10 years. 

Mr. Roosrveitr. Have you been reasonably successful? Have you 
made money ? 

Mr. Auxison. I started with a station that was running 2,000 gallons 
a month, and last year I ran in my station 600,000 gallons per year. 

Mr. Roosgverr. That is roughly 50,000 a month. 

Mr. Auutison. That’s right. 

Mr. Roosrvetr. You may proceed. 

Mr. Auuison. Mr. Chairman, there is one thing that you haven’t 
mentioned or asked in here, and it is the most evil thing of the retailing 
business of gasoline, and that is where does the major company get 
5 cents a gallon is all the retail dealer should get. ‘This is practiced 
by our Continental Oil Co. in Oklahoma City which sets the price 
for everybody else. This question hasn’t been raised since I have 
been here. But you go from one major company office to the other 
office, and they say, “Five cents a gallon is what you are supposed 
to make.” 

Talking to the Continental Oil Co. executives there, they admitted 
to me personally that they couldn’t operate the station under 9 cents 
a gallon, but they want me to operate on 5 in normal market when gas- 
oline was 30 and 35 cents a gallon. 

Mr. Roosrveitt. Who couldn’t operate with less than 9? 

Mr. Atuison. Continental Oil Co., Conoco. 

Mr. Roosevetr. They couldn’t operate their own station ? 

Mr. Auuison. They couldn’t hire the men in the station and operate 
it successfully under 9 cents a gallon above tank wagon price. 

Mr. Neus. Who told you this? 

Mr. Auuison. This gentleman is top man with Continental Oil Co., 
and I believe it is—I will be happy to get that name for you. I might 
have to send it to you, but three dealers of us were in his office with 
the association inquiring about where they got this idea of 5 cents a 
gallon. This hasn’t been mentioned here. I notice no major supplier 
1as ever mentioned this, and this is the most evil part of the whole 
situation. 

Mr. Roosevetr. Please supply us with the name, but let me also 
point out to you that the committee record is full of instances where the 
margin is much less than 9 cents where the dealers have been making 
a satisfactory profit. 

Mr. Auuison. Right. But this is what they quoted me that they 
couldn’t do themselves. 

(The following telegram was inserted at this point.) 


Tusa, OKLA., May 23, 1947. 


JOSEPH NELLIS, 
Special Counsel, Small Business Committee, 
House of Congress Building, Washington, D. C.: 

Reurwire to Roy Allison of May 22. Statement referred to was made by 
H. E. Collinson, district manager of turnpike for Conoco, with residence in 
Vinita, Okla. Statement of Bill Worley, of Texas Co., was made in the service 
station of Robert L. Nixon, 5100 North May, Oklahoma City, Okla., on or about. 
December 22, 1955. 

F. 8S. FLEMING, 
Executive Secretary, Oklahoma Gasoline Retailers Association, Inc. 
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Mr. Roosrvevr. But you are not saying that an average dealer 
couldn’t make a reasonably good profit without getting a 9-cent margin. 

Mr. Autison. I am sure he can in certain instances in different loca- 
tions. It will vary in different parts of the country where you can 
hire cheaper labor or where labor is a little different or whether you 
are under union or nonunion. It would depend on that, it would be 
from 4 to 9 cents a gallon. 

Mr. Roosevert. In Oklahoma is it the practice of the Continental 
Oil Co. as you know it or Phillips Co. to maintain a stop floor at 
41% cents ¢ 

Mr. Auuison. At 5 cents. 

Mr. Roosrverr. At 5 cents. 

Mr. Atuison. Right. That isthe top, and 4-cent minimum. 

Mr. Roosrevetr. Say that again. 

Mr. Auuison. 4-cent minimum. They are going to guarantee you 
4 cents a gallon and 5 cents 

Mr. Roosrvert. Five cents is the maximum and 4 cents is the 
minimum. 

Mr. Auuison. Right. 

Mr. Roosevett. They won’t let you go below 4 cents but not above 
5 cents. 

Mr. Auuison. If you go above 5 cents, you run into opposition. A 
lot of us do it. We don’t go along with them on that. We have one 
company in particular, I visited with them, and this gentleman sup- 
plies every D-X station in Oklahoma City the same price. 

Mr. Roosrvert. I am afraid that is hearsay. You must make it 
specific. If you want to quote somebody’s conversation with you, you 
must say who it is and when it took place. 

Mr. Atutson. Well, we were seeking for information, too. We 
were asking, and maybe I shouldn’t tell that, but it is true, and he 
denied it, but it is true because we checked all the stations, all exactly 
the same price, throughout the city. It was D-X. This was a year 
or so ago. 

Mr. Roosevett. But you do not wish to identify the persons with 
whom you had this conversation. 

Mr. Aruison. I will be happy to. That is Mr. Harry Long, city 
manager of ID-X-Sunray Oil Co., D-X-Sunray now. It was just 
D-X then. He denied the statement, of course, that they weren’t 
doing it, but we had proof that it was going on. 

Mr. Roosrvett. Did you have anything else you wanted to add, sir? 

Mr. Auuison. No, sir. I believe that would be all unless there are 
any questions that we could answer. 

Mr. Roosrverr. I have a question I would like to put to you. In 
your statement you talk about the uneconomic overbuilding of service 
stations, and Mr. Liddell, I have one more question, if you wouldn’t 
mind, that I would like to ask you on the same subject here in the 
Denver area in just a minute. 

Mr. Lippetu. Yes, sir. 

Mr. Roosrve.t. Have you submitted proof regarding this Texas Co. 
quote which is in your statement, Mr. Fleming? Is that part of the 
affidavit ? 

Mr. Fiemina. No, sir. 
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Mr. Auuison. I am one of the people, and I would be happy to give 
you an affidavit of that, sir. 

Mr. Roosevexr. In other words, what you have said in your state- 
ment here—and I will read it for the record at this time—is: 

To substantiate the uneconomic overbuilding of service stations, I would like 
to quote the statements of a representative of the Texas Co., made to two of our 
member dealers in their joint presence. 

If that is to stand, the committee will require that you specify the 
representative of the Texas Co. 

Mr. Auuison. All right. 

Mr. Roosrvett. When it took place, where it took place, and the 
two member dealers who were present, and then because you then go 
on to quote, and this is in quotation: 

The Texas Co. policy is for the dealers to make their money in the backrooms 
washing and greasing cars. The gasoline out front is primarily for the sole 
profit of the Texas Co. and to prove this we are going to build a Texaco station 
every place where a dealer is selling more than 12,000 gallons a month. 

That is a very serious charge because 

Mr. Auiison. That is true, and I can back it up. 

Mr. Roosrverr. Were you one of the two people present when that 
was made ? 

Mr. Auuison. Yes, sir; you bet your life. 

Mr. Roosevetr. He is going to supply us with the other names. 

Mr. Auutson. I will be happy to. I can tell you frankly it was 
Bill Worthy of the Texaco, and it happened across the street from 
my street, Texaco station. This Texaco dealer was with me. 

Mr. Nexus. What was the date? 

Mr. Auuison. I would be unable to tell the exact date. 

Mr. Roosrveur. I have already asked the witness to document it 
in full, time, place, and names. 

Mr. Atuison. I couldn’t give you the exact date, I don’t believe. 

Mr. Roosrvett. Give me the date within 30 days. 

Mr. Auuison. All right, sir. [See telegram above. ] 

Mr. Roosrverr. Mr. Hill, any questions? 

Mr. Huw. No questions. 

Mr. Nruiuis. One question. Mr. Allison, would you just answer 
this additional question. Is it true that your supplier delivers the gas 
to the alleged price cutter in the same hired tank truck as they use to 
deliver to you? 

Mr. Auuison. Yes, sir; yes, sir. 

Mr. Netuis. Have you ‘yourself actually seen this happen? 

Mr. Axttson. Yes, sir. Now you mean do I follow the truck to the 
refinery and come b: vek to see if he was getting the same gasoline? 

Mr. Newus. I think it would go easier if you told me what you actu- 
ally saw. 

Mr. Auiison. All I am saying is what was told me by the driver, 
and then I asked the company, and they confirmed that it was true. 

Mr. News. Who in the company told you it was true? 

Mr. Atuison. It was the city manager. 

Mr. Netuis. What is his name, please ? 

Mr. Atuison. Ernest Hundley. 

Mr. Newuts. Ernest Hundley told you that they use the same tank 
truck to deliver gasoline to you, as they do—— 
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Mr. Atuison. Right; also the tank driver told me; Gilmore, Garden 
& Kirk, the jobber, also told me they use the same trucks to deliver 
gasoline to me as they did the cutrate, Sears, Roebuck, and the other 
cutrate outlets. 

Mr. Newurs. Thank you. That is all, Mr. Chairman. 

Mr. Roosrverr. We want to thank you very much, and we will 
very carefully read the affidavits and the information which you have 
given us. 

Mr. Atuison. Thank you. We appreciate the time, too. 

Mr. Roosrvetr. Please submit the rest of the information to us in 
Washington so we can receive it there, if; you would, and we want,to 


thank you. 
OKLAHOMA GASOLINE RETAILERS ASSOCIATION.,, INGC., 
Tulsa 8, Okla., May 17, 1957. 
JOSEPH NELLIS, 
Counsel, Small Business Committee, Room B 105, House Office Building, 
Washington 25, D.C. 

Dear Mr. Neciis: Enclosed you will find affidavits which we have finished up 
after Mr. Murray left Tulsa, and which he requested that we forward to your 
attention. 

We are also enclosing photographs taken of various D—X and Texaco service 
station price signs. These are signs furnished by the D—-X Sunray Oil and Texas 
Cos. to their dealers and are in general use throughout all areas of the city of 
Tulsa. Pictures were taken at the suggestion of Mr. Murray and we have identi- 
fied each on the back, showing the name and location of the station. There are 
hundreds of these signs in evidence and these furnished to you are only a cross 
section of the city beginning west of the river and extending east on 15th Street, 
south on Harvard and on East 21st Street. 

There is as yet no change in the situation here in Tulsa, and there is no sign 
yet of a break or raising of the price of gasoline in this area. There was no 
price war in Tulsa when we appeared in Denver on April 16, before your Sub- 
eommittee No. 5. Since that date the marketing condition here and in other 
places in Oklahoma have gotten considerably worse. 

We sincerely hope that we have been able to show that the marketing condition 
here in Oklahoma is of a scope and degree that will warrant the committee hold- 
ing a hearing in the near future in either Oklahoma City or Tulsa. 

Respectfully yours, 
F.S. Fremine, Peecutive Secretary. 


Tusa, OKLA., May 15, 1957. 
Mr. F. 8S. FLEMING, 
iroubaies Secretary, Oklahoma Gasoline Retailers Association, Inc., 
208 Wright Building Annea, Tulsa, Okla, 

Dear Mr. FLEMING: I am Frank L. Williams, lessee operator of a Continental 
Oil Co. service station, located at 2325 East Admiral, Tulsa, Okla. I have been 
at this present location for 8 years. 

On May 2, 1957, Mr. Curtis Peabody, city sales representative for Conoco called 
my station and in my absence talked to my wife and advised her that the price 
of gasoline was going down. About an hour later and after my return to the 
station Mr. Peabody called again and talked to me. He advised me that the 
price of gasoline had gone down and that they would protect me on this drop. 
He also told me that the suggested retail price for regular gasoline would be 25.9 
cents per gallon, and 28.4 cents per gallon for Conoco Royal, or premium grade 
gasoline. I changed the prices on my pumps and posted a price of 25.9 cents per 
gallon for regular as suggested, however on the Royal grade of gasoline I only 
reduced my price to 24.4 inasmuch as I give green stamps and did not feel that I 
could afford to give stamps if I reduced my premium grade of gasoline to the 
suggested price of 28.4 cents. 

On May 4, 1957, Mr. Peabody come to my station about 10 a.m. and made out 
a credit memo in the amount of $374.74 to cover the protection which he had 
stated the company would extend to me on the load of gasoline I had bought on 
April 30. He later called me at the station on the phone and advised that the 
company would guarantee me the same amount of gasoline'in my tanks at the 
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end of the price war as I had at the time it started on May 2, 1957, and that I 
could accept this method or the credit memo, but I could not receive both. 

On May 9, 1957, Mr. Burkholder, clerk at the Conoco Tulsa bulk plant called 
me on the phone at my station and told me the price of gasoline had dropped 
again. He stated that the company-suggested price for retail would now be 23.9 
for regular and 264 for Royal or premium grade gasoline. Again I adjusted my 
retail price on regular to the company suggested price of 23.9, but only reduced 
my Royal grade of gasoline to 27.9 or 0.01 cent higher than the suggested price. 

The next day or May 10, 1957, Mr. Peabody and another Conoco sales represent- 
ative, a Mr. L. C. Clarke, came to the station about 3: 30 p. m., Peabody advised 
me that in order for me to receive the TDA (Temporary Dealers Discount) of 
7.8 per gallon all dealers would have to comply with the suggested prices on both 
grades of gasoline, and that so far all other Conoco dealers were in line except 
myself. Under such conditions I agreed to lower my price on Royal to 26.9 cents 
per gallon to comply with the company suggested price so that I as well as the 
other dealers could receive the TDA of 7.8 cents per gallon. 

On the day following, or May 11, I called two other Conoco dealers and found 
that they had not reduced their prices as of that day even though Mr. Peabody had 
told me the day before that I was the only dealer in the area who had not yet 
complied with the company suggested price. 

Very truly yours, 
FRANK L. WILLIAMS, 
STATE OF OKLAHOMA, 
County of Tulsa: 


The statements above are true to the best of my knowledge. Subscribed and 
Sworn to before me this 17th day of May 1957. 
My commission expires August 24, 1958. 
Rose C. Dwinney, Notary Public 


Tusa, OKLA., May 16, 1957. 
Mr. F. 8S. FLEMING, t 
Executive Secretary, Oklahoma Gasoline Retailers Association, Inc., 208 
Wright Building Annez, Tulsa, Okla. 


Deak Mr. FLEMING: My name is Merill E. Karr. I am the lessee operator of a 
D-X service station located at 1504 North Sheridan Road, Tulsa, Okla. I have 
been at this location for 444 years. 

On May 2, 1957, about 8:30 a. m., Mr. Charles Comfort, city sales representative 
for D-X called me on the phone at my station and told me the price of gasoline 
was going down, and told me to lower my retail price to 25.9 cents per gallon on 
Regular gasoline and 29.9 on Boron or premium-grade gasoline. My price at this 
time was 31.9 for regular and 35.4 for Boron. I told him O. K. and shortly there- 
after changed my pumps to the retail price that Mr. Comfort told me to. Mr. 
Comfort also told me he would see that I got some new numerals for the company 
furnished price sign and that I was to see that the prices given me were put 
on this sign and the sign displayed prominently at my station. 

Mr. Comfort called on the phone again on May 9, 1957, and in my absence 
talked with Freeman Westbrook, my station manager, and told him that the 
price of gasoline had dropped again and that our retail price should be lowered 
2 cents per gallon on both Regular and Boron grades of gasoline. Upon my re- 
turn to the station Freeman told me of this and I complied with the reduction 
and changed my pumps to 23.9 for Regular and 27.9 on Boron, and again changed 
the company furnished price sign with the numerals which they had furnished, to 
agree with the prices which Mr. Comfort had told Freeman we were to charge. 

Sincerely yours, 
MERILL EB, Karr. 
STATE OF OKLAHOMA, 
County of Tulsa: 

The above statements above are true to the best of my knowledge. Subscribed 
and sworn to before me this 18th day of May 1957. 

My commission expires September 8, 1959. 

Mary C. BAURMAN, 
Notary Public. 
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DUNCAN, OKLA. 
Mr. F. 8. FLEMING, 
Executive Secretary, Oklahoma Gasoline Retailers Association, Ine, 208 
Wright Building Annez, Tulsa, Okla. 


DEAR Mr. FLEMING: On or about February 9, 1957, Mr. Wayne Whiting, district 
sales representative of the Continental Oil Co. called and told me to set the 
retail price on my gasoline pumps at 27.9 cents per gallon for regular gasoline 
and 29.9 cents per gallon fer Super gasoline. The prices which I was charging at 
this time was 32.9 and 34.9, which gave me a .06 cent margin of profit less 14 
cents per gallon rental. 

I tried to explain to Mr. Whiting that I could not sell gasoline on a 44% cent 
margin and meet the expense or cost of selling. Mr. Whiting stated that unless 
I posted the retail price which he had told me to post I would not receive the 
company temporary dealers allowance which the other dealers were getting. 
I then suggested that they sell to me without the temporary dealers allowance 
and I would leave my prices as they were. Mr. Whiting replied, and I quote, 
“Now you know we can’t do that. If you recall you have an application with 
Continental Oil Co. for an operating loan and I would hate to see it blocked be- 
cause of this deal.” 

After considering the situation I agreed to the retail price of the two grades of 
gasoline as proposed by Mr. Whiting and lowered the prices on my pumps to agree 
with such price. 

Gasoline comprises approximately 70 to 75 percent of my volume of business, 
and after charging the porportionate share of the rental of 114 cents per gallon 
and the labor involved in pumping the gasoline I actually lose money on each 
gallon sold on a margin of 44 cents per gallon. This requires that I take profits 
from the 25 to 30 percent of my remaining volume of business to effect this loss of 
profit on my gasoline sales, which would not be necessary if we dealers could set 
our margin of profit at a fair and reasonable figure. 

Mr. Fleming if there is anything the association can do about this situation it 
will be greatly appreciated not only by myself but by all retail gasoline dealers. 

Sincerely yours, 
OLAN W. GARRETT. 
STATE OF OKLAHOMA, 
County of Stephens: 

The statements above are true to the best of my knowledge. 

Subscribed and sworn to before me this 9th day of May 1957. 

My commission expires December 18, 1959. 

J. WinTER, Notary Public. 


Tusa, OKLA., May 13, 1957. 





Mr. F. 8. FLEMING, 
KLaecutive Secretary, Oklahoma Gasoline Retailers Association Inc., 
208 Wright Building Annea, Tulsa, Okla. 


DEAR Mr. FLEMING: I am James Hill, lessee of a Texaco service station located 
at 2824 S. Sheridan Rd., Tulsa, Okla. I have been a Texaco dealer for 8% years 
and have been at my present location for about 4 months. 

Mr. Langston, dispatcher for the Texas Co. sales office called me at my station 
on May 2, 1957, and told me that the price of gasoline was going down and that 
the company suggested price for resale would be 25.9 cents per gallon for Regular 
and 28.4 cents per gallon for Sky Chief of premium grade gasoline and that such 
retail price would allow me a gross margin of profit of .05 cents per gallon on each 
grade of gasoline with the TDA (temporary dealers allowance) of .058 cents per 
gallon on each grade of gasoline. 

On May 4, 1957, on Invoice 610073 dated May 4, 1957, I purchased 2,775 gallons 
of Sky Chief and 1,966 gallons of Fire Chief gasoline on which I was allowed 
.058 cents per gallon TDA on the total of 4,741 gallons or a total of $274.98 TDA. 
The invoice shows a gross price of 29.2 cents per gallon less .058 cents leaving a 
net price of 23.4 cents per gallon that I paid for the premium or Sky Chief gasoline. 
Regular gasoline was invoiced at 26.7 cents less the temporary dealers allowance 
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of .058 cent or a; net price of 20.9:cents per gallon. I sell the Regular gasoline at 
23.9 cents per gallon. This leaves a markup of .03 cents per gallon. 
Yours truly, 
JAMES HILL. 
STATE OF OKLAHOMA, 
County of Tulsa: | 
Sworn to and subscribed to before me this 13th day of May 1957. 


My commission expires November 10, 1960. 
Evors EASTERLING, Notary Public. 


Tusa, OKLA., May 13, 1957. 
Mr. F. S. FLEMING, 
Oklahoma Gasoline Retailers Association, Ine., 
208 Wright Building. Anncr, Tulsa, Okla, 

Dear Mr. FLEMING: My name is Jack W. Scott and I am the lessee of the 
D-X Sunray Service Station located at 1524 S. Quanah, Tulsa, Okla., and have 
been the operator of such station for approximately 3 years. 

On May 1 a price war was started in Tulsa and prices dropped from 32.4 cents 
per gallon, which was my retail price to 25.9 cents per gallon for regular grade 
gasoline. 

On May 2 I went over to the D-X office to pay a gasoline invoice, and Mr. Jack 
Burke, supervisor for D—X called me into his office and told me that the recom- 
mended price on regular gasoline would be 25.9 cents per gallon and 29.9 cents 
per gallon on Boron or premium grade gasoline, and I agreed to go along with 
D-X on these company recommended prices. Later this same day Mr. Gale Welch, 
assistant to Mr. Burke, brought 2 gasoline price signs, showing regular gas as 
25.9 cents per gallon, and gave them to Don Long, one of my station attendants, 
as I was not at the station when Mr. Welch arrived. I returned before Mr. Welch 
left and he advised me to post these signs in prominent places on the station drive- 
way. 

Mr. Burke advised me the SDA (special dealers allowance) was still given on 
Boron or premium gasoline but was granted only providing that I agreed to and 
maintained the company suggested retail price on my regular gasoline. By this 
method of allowing SDA on the premium grade of gasoline but basing the receiv- 
ing of such allowance on my meeting and maintaining the company suggested price 
on regular gasoline the company is able to control my retail price of regular or 
house brand gasoline. 

Prior to this price war for the past 9 months the D-X people have been recom- 
mending prices which would place the retail price of their gasoline in between 
the cut-raters at 29.9 and the major stations which varied from 31.9 to 32.9. The 
price recommended by D-X was 31.9. If I met or agreed to this suggested price 
SDA of eight-tenths of a cent per gallon was deducted from the purchase price 
of my premium gasoline. If I sold at a higher price than the company suggested 
price the SDA was disallowed to the extent that I varied from the suggested 
price of 31.9 cents per gallon. By such manipulations D-X have controlled the 
retail prices at all D-X stations in Tulsa for the last 9 months. 

On May-9, 1957, on the purchase of gasoline on invoice 35333 dated May 9, 1957, 
I was allowed 0.078 SDA on the purchase of 2,560 gallons of Boron or premium 
gasoline based on my posting and selling my regular gasoline at the D-X suggested 
price of 23.9 cents per gallon. This allowed me a gross margin of profit of 0.05 
cent per gallon on regular and 0.055 on Boron or premium grade gasoline. 

Very truly yours, 
Jack W. Scorr. 
STATE OF OKLAHOMA, 
County of Tulsa: 

Sworn to and subscribed to before me this 13th day of May 1957. 

My commission expires June 3, 1959. 

Betty Horner, Notary Public. 


Mr. Liddell, would you come forward again, please, sir? 

I have asked Mr. Patrick Murray, a member of the staff, investi- 
gator for the staff, to draw on the board a situation which he found 
to exist in Pueblo, Colo., and as soon as he has finished drawing it, 
I will then swear him and ask him to explain the situation which he 
is putting on the board. 
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Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Murray. I do. 


TESTIMONY OF PATRICK MURRAY, ASSISTANT COUNSEL, 
WASHINGTON, D. C. 


Mr. Roosrvett. Mr. Murray, is it the fact for the record that this 
information which you are about to detail was secured in the course 
of your investigative duties for this committee ? 

Mr. Morray. It is, and it was. 

Mr. Roosrveir. Will you proceed, sir, and be as specific as possible 
regarding the sources of information and what you were told as relat- 
ing to it. 

fr. Murray. We have conducted, as you know, Mr. Chairman, 
several interviews with different dealers and lessees concerning their 
operations, their problems and price wars, and so forth. However, 
this one struck us as a little unusual because it was out of our under- 
standing as to why a price war would range under circumstances which 
I am about to detail to you. We obtained a statement from the dealer 
involved, and some of the dates which may have skipped me for a 
minute will be in the record. 

This dealer which was located at station A. 

Mr. Roosrvetr. Do you have his name? 

Mr. Morray. In Pueblo. His name was Michael De Martino. 
This was in Pueblo in 1956. De Martino as a dealer for Conoco oper- 
ated station A. This is one city block, surrounded by Seventh Street, 
Eighth Street, Santa Fe, and the street on the south. On the corner 
of Eighth and Santa Fe was located station B which also was a Conoco 
station. Within this block there was also station C, a Standard sta- 
tion, which would be competitive in this area with Conoco. On the 
corner of Seventh across from Standard there existed a station which 
had been operated by the Conoco people some years ago. Because 
of the fact that it was a one-pump operation and deteriorated, dilapi- 
dated, required considerable money to standardize or modernize, the 
station was closed. The Conoco people, as we understand it from 
our informant, in 1955 or early 1956—— 

Mr. Roosevett. Who was your informant ? 

Mr. Murray. Mr. De Martino. I also characterize him—Mr. De 
Martino also states that this building was then put up for sale by 
the Conoco people. During 1956 it was available, but because appar- 
ently of its dilapidated condition there were no buyers. It remained 
vacant until January 1 of 1957. We will come back to that. 

We will then go back in now to the middle of 1956, approximately 
May or June, when Mr. De Martino was approached by his Conoco 
sales representative, I believe at the time it was Mr. Otten. 

Mr. Roosevetr. Could you repeat that name? I think Mr. Liddell 
didn’t get it. 

Mr. Murray. Mr. Otten, O-t-t-e-n. 

Mr. Roosrveitr. You may proceed. 

Mr. Murray. He was told that the price of gasoline was to be 
dropped in his station to 25.9 cents a gallon. We might detail this 
to the left, Mr. Chairman, because it is a history of price dropping. 
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Prior to this approach by the salesman, Mr. De Martino’s price was 
28.9 cents per gallon. He was approached by the salesman and told 
that the prices were being dropped, and he was instrueted to drop 
his price to 25.9 cents. 

Mr. Roosrverr. Mr. Liddell, can I ask you at this point, do you 
recognize the name of Mr. Otten ¢ 

Mr. Lippe. No; I don’t. 

Mr. Roosrvetr. You do not. Do any of the other gentlemen with 
you recognize the name ? 

Mr. Kump. Yes. We have a boy by the name of Heil Otten who 
is a district sales representative who may be the one that you are re- 
ferring to, but I don’t know that he is. 

Mr. Murray. Well, let me tell you that he is. His first name is Heil, 
according to Mr. De Martino. 

Mr. Roosevetr. I would call to your attention that this is another 
instance of one of your representatives going against the policy that 
you have told the committee. 

Mr. Murray. Continuing, the Conoco station, station B, dropped 
their price upon instruction to 25.9 cents per gallon. The Standard 
station, in order to meet this competitive price now established, 
dropped theirs to 25.9 cents per gallon. 

De Martino, in his operation back at this station, apparently has a 
good volume of gasoline sales, of gallonage. He also has a lot of 
service and other work in connection with his operation, giving him a 
large payroll. After computing the expenses that he needed or re- 
quired for his operation, he found that it would be impossible for him 
to sell gas at 25.9 cents per gallon. So he refused to bsp his price to 
25.9, and he used a price of 26.9, although the same station, Conoco 
here, was maintaining the 25.9, and his competitor was maintaining 
the 25.9. Apparently De Martino’s gallonage stayed up, notwith- 
standing the higher price of the other two stations in the area. 

Mr. Roosevetr. You mean the lower price. 

Mr. Murray. The lower price of the other two stations. 

Subsequent to this two gentlemen from the Conoco station, district 
office, approached Mr. De Martino. 

Mr. Roosevett. Do you have their names ? 

Mr. Murray. Their names are in the record. I will have to fur- 
nish them. They are in the statement contained in the record, but 
I don’t have them with me. 

Mr. Roosrvetr. They will be inserted at this point in the record. 

(The names referred to are as follows :) 

Max Punches. 

Robert Lipson. 

Mr. Murray. One was Punches, former football player, I believe. 
I don’t recall his first name. Mr. De Martino states that these gentle- 
men took him for a ride in their Mercury, although it was a voluntary 
ride, sir, and they took him to—— 

Mr. Hitn. You are not finding fault with the Mercury. 

Mr. Murray. No, this is his statement, sir. He had no fault with 
the Mercury. However, he did point out—and Mr. De Martino is 
approximately 5 feet 3 and I think soaking wet would hit 122 pounds, 
if he was good and wet. They took him to a drive-in and parked be- 
hind it and spent approximately 2 hours attempting to convince Mr. 
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De Martino that he didn’t exactly see the company policy in. these 
matters. Mr. De Martino, after giving it consideration, did see the 
company policy, and he told the gentlemen, “I will reduce my price 
to 25.9 cents. It is going to hurt. I got money tied up here, and 
I got several people w vorking for me. I have to pay them, but as-leng 
as that is what you want, my wife works at the ordnance plant, and 
I will live on her pay, and I will run your station for you, gentlemen, 
a gratuity.” When he returned to the station, how ever, he considered, 
and he said, “Well, I told them I would, I will do it,” and he reduced 
his price then to 25.9. But Mr. De Martino’s trouble had just started. 
The following day he was instructed to reduce the price to 24.9. 

Mr. Neus. Who instructed him to do so? 

Mr. Murray. Mr. Otten again, and the price of the station up here 
went down to 24.9. The Standard, in order to meet the competition, 
reduced to 24.9. Mr. De Martino again considered his cost and said, 
“T agreed to go along with the 25.9 with these people. I can’t do the 
24.9." He refused to go down to 24. 9 but did go down to 25.9 as he had 
agreed. He then got into some other trouble with them during 1956. 
One was the matter of personnel, an attempt by Mr. Otten to point out 
a certain individual working for him of Spanish descent, about whom 
they claimed there had been a lot of complaints. Mr. De Martino said 
there had been no complaints. He found the individual a good worker. 
However, rather than fire him as it was suggested that he , do—not fire 
him, but get rid of him, replace him—this fellow was a 17-year-old 
Spanish boy, was used for washing cars back in the car washroom, very 
seldom hit people out in front getting gasoline. Mr. De Martino was 
at a loss to see how his presence could affect public relations of the 
operation that he had there. However, a friend of his had a bottle- 
washing factory, and he was able to get the fellow a job with that. 
That got him out of that complicated circumstance. The situation 
continued along until January 1, 1957. Mr. De Martino then found 
that this station which had been literally abandoned by Conoco, the 
building offered for sale, was opened up over a weekend, and a fellow 
by the name of Westland, a jobber for Conoco, was selling gasoline 
at 24.9 cents. 

Mr. Netuis. Under the Conoco brand ? 

Mr. Murray. Under the Conoco brand. Westland also, I believe 
Mr. DeMartino said, had five other outlets. 

Mr. Roosrvetr. Had what ? 

Mr. Murray. Had five other outlets. 

And this station has been operating in this fashion by Westland 
since January 1, 1957. 

DeMartino has finally reduced his price, and today he is in line at 
24.9 cents. As I understand it from him, this situation is in existence 
today. 

The price war situation we were able to understand, but not why 
station A of Conoco, station B of Conoco, and this third station which 
had been a Conoco and which was not used by any brand, with one 
Standard station, with no competition within a reasonable range 
according to Mr. DeMartino, in this situation should be having a price 
war in this fashion. Mr. Chairman, we are unable to answer that, 
nor, of course, was Mr. DeMartino. He has been a representative or 
a lessee of the Conoco people for 5 years, he claims, and this situation 
was in 1956. 
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Mr. Roosrvert. Thank you, Mr. Murray. Now, Mr. Liddell, I 
would like to ask you or one of the other gentlemen with you if you 
would give to the committee the reasons that required the price drop 
in those locations at that time. What competition were you meeting ? 

Mr. Lippetx. I can’t talk about the locations. I know generally 
because it has been brought to me by our sales people about the price 
war that has been running in Pueblo for some 2 years up and down, 
up and down, up and down. It is at a very low ebb right now, the 
price. There are some jobbers down there with some other companies 
that have been giving prizes, stamps, sugar, and what not, and it was 
brought to me that they were selling, when you take all the gimmicks 
into consideration, at 4.4 cents a gallon under our stations. I was 
concerned because I see the total figures and I know that our business 
in Pueblo has gone to pot. We have stations down there running 
three, four, five, six, seven, eight thousand gallons, that a man can’t 
live on. We have 12 stations, I believe, in Pueblo. We have a sub- 
stantial investment in Pueblo. We have a lot of nice stations there, 
and we try to operate them on a quality service basis, and you cannot, 
no lessee can operate them on that kind of a basis when he is running 
eight or nine or ten thousand gallons through them. Our people came 
to me and told me that it was absolutely necessary, in order to protect 
these lessees, and they told me that the lessees had asked them to let 
them get down, and we gave them a certain allowance, and I don’t 
remember what—what is the allowance now, 414 cents? 

Mr. Kump. Five, I think. 

Mr. Lippe. Five cents, and we are just trying desperately to re- 
coup for some of our lessees and for ourselves the business that we 
have lost in the city of Pueblo. 

Mr. Roosrvett. Now, Mr. Liddell, the testimony just given to us 
by Mr. Murray is that Mr. De Martino did not ask for anything, that 
you pressured him and kept pressuring him or your company repre- 
sentatives did to twice reduce his price. 

Mr. Lippett. He was down there, and he got the information from 
the lessee, and I accept what he said. 

Mr. Roosrvetr. Well, now, will you agree that certainly a man is 
not independent who has to be pressured in order to twice reduce his 
price in this short period of time ? 

Mr. Lippett. No, I think he loses a degree of independence there, 
if it happened as explained here, and he is put under pressure, but all 
in all I still maintain he is an independent businessman. 

Mr. Roosevetr. All right. Then let me go on from there. You 
have two lessees, station A and station B. Is it any kind of a reason- 
able policy that would protect either of those lessees to allow one of 
your jobbers to open up a third station, a third Conoco station, all 
within one block ? 

Mr. Lappetu. I don’t know the arrangements under which the jobber 
got this location. Jobbers are jobbers. They are independent busi- 
nessmen, too, and they work out their own locations and service sta- 
tions, and how he got this, I can’t give you the detail at all, but we 
would not attempt to—— 

Mr. Roosrvett. May I ask you whether you know Mr. Westland ? 

Mr. Lippeti. No, I do not. We would not attempt to dictate 

Mr. Roosevett. Does the gentleman with you know Mr. Westland? 

Mr. Kump. I have met him, yes. 
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Mr. Roosrvetr. Then may I ask you if you had any discussions with 
Mr. Westland with relation to opening this property, which was the 
company property which the company was trying to sell ? 

Mr. Kump. No, I did not have any discussion with him, but if that 
is the station that I think it is, I believe that Mr. Murray was a little 
bit generous in referring to that as a service station. I think it is an 
old garage building that is not a service station as we think and talk 
and as your committee seems to talk about service stations. 

Mr. Roosrvett. But however he went 

Mr. Kump. Another thing, I wonder. Now this Heil Otten is also 
a little fellow like De Martino. I don’t know whether you met him 
or not, but the inference was that here is a big guy taking advantage, 
and Mr. Murray referred to Max Punches as a former football player, 
and apparently trying to convince the members of the committee as 
I interpreted these remarks that here is a couple of bullies taking this 
little De Martino out for a ride. Well, Iam sure, Mr. Roosevelt, and 
the other members of your group, if you met Heil Otten, you would 
recognize him as an entirely different type than I think you may have 
believed him to be from the testimony that was given by Mr. Murray. 
I don’t know whether I am out of order in making such comments or 
not, but I did want to express the feeling that I had as he—— 

Mr. Roosrverr. What I want to go back to is Mr. Westland. You 
knew that no matter what the condition of the station, there were al- 
ready 2 of your lessees within this 1-block area. How could you pos- 
sibly lease to Mr. Westland or even sell him—I don’t know which you 
did—a third station in competition with the other two that were al- 
ready there ? 

Mr. Kume. Well, isn’t it true, Mr. Murray, that one of these streets 
is a one-way street, though, and I don’t believe that your traffic pattern 
would put this station of Westland’s in competition with either of the 
other two. 

Mr. Roosrvert. I don’t care much about the traffic pattern because 
going around the block isn’t too difficult. Is it conceivable there is 
enough business in that particular area of Pueblo to support two and a 
third stations or two and a quarter stations or two and a half stations? 

Mr. Kump. Apparently Mr. Westland thought he could do all right 
with it because he 

Mr. Roosrvett. I am asking you what you thought about it, because 
it was your property, and you have told me that you are interested in 
protecting your dealers, and here is where, if you had wanted to pro- 
tect your dealers, you certainly did not have to put a third station 
within that area. 

Mr. Kumr. Well, I cannot give you an answer without studying the 
records and reviewing this whole situation. I think that you are ask- 
ing for an answer that I ought to check into. 

Mr. Roosrvett. Then I will ask you whether you will submit a full 
and complete statement of this situation which has here been described, 
and if you want a copy of the drawing, we will be glad to have Mr. 
Murray make another copy for you, but the committee does want a com- 
plete statement of the circumstances under which the suggestions were 
again made to Mr. De Martino to reduce his price against his will, and 
the statement of the circumstances under which your property, the 
company property, was acquired by Mr. Westland. 
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Mr. Kump. May we have a copy of Mr. Murray’s testimony ? 

Mr. Roosrvetr. You certainly can. 

Mr. Kump. And a copy of the map. 

Mr. Roosevecr. It is available through the reporting service. 

I think that is all on that unless you have anything else you want to 
say about it. 

r. Murray. Mr. Chairman, I have no copies of that map. The 

gentleman will have to get some paper and sketch it. 

Mr. Roosevett. I don’t know whether he is as good a sketcher as you. 
Perhaps you had better sketch him one and give it to him. 


STATEMENT REGARDING THE PUEBLO SITUATION 


Patrick Murray, investigator for the committee, presented information tend- 
ing to show that during an extended price war in Pueblo, Colo., employes of 
Continental Oil Co. (a) attempted to intimidate and coerce a Conoco lessee into 
posting for gasoline a price set by Continental, (0) interfered with this lessee’s 
right to hire help of his own choosing, and (¢c) opened a gasoline retail outlet in 
close proximity to and in competition with two established Conoco lessees to 
their detriment (transcript, p. 835, et seq.). 

A review of this situation shows that the information presented to the com- 
mittee by Mr. Murray was erroneous in many respects. For example: 

(a) Mr. Murray gave the name of the Conoco lessee in question as Martino 
whereas the name of the lessee is, in fact, DeMartino. 

(6) Mr. Murray gave the height and weight of the lessee as 5 feet 3 inches 
and 122 pounds, whereas DeMartino is, in fact, 5 feet 1114 inches and weighs 169 
pounds. 

(c) Mr. Murray stated that the gasoline retail outlet in question was vacant 
during 1956 and was opened up January 1, 1957, whereas this gasoline retail 
outlet was, in fact, open during all of 1956 and closed on January 1, 1957, re- 
maining vacant from then until April 1, 1957, except for a 5-day period com- 
mencing sometime in February. 

(d@) Mr. Murray stated that Mr. Max Punches, a Continental employee, and 
another man had a conversation with the Conoco lessee in question regarding 
his posted price for gasoline in May or June 1956, whereas the only time that 
there was any discussion with this lessee about prices when the prices were 
anywhere near the figures stated by Mr. Murray occurred in February 1957. 

(e) Mr. Murray said that DeMartino had a large payroll, whereas the fact 
is DeMartino employed 1 full-time and 1 part-time or full-time helper. 

The information furnished the committee by Mr. Murray was also replete 
with other errors regarding the events described. In order to set the record 
straight and to show that Continental employees did not coerce DeMartino or 
interfere with his relations with his employees as insinuated by Mr. Murray and 
to show that the handling of the retail service station outlet involved in this 
situation was in no way unfair to the two established Conoco lessees in the 
neighborhood, there are attached hereto affidavits setting forth in detail the 
facts regarding this whole Pueblo situation, (See attachments Nos, 1, 2, 3, 
and 4.) 

ATTACHMENT No. 1 Tate s 


~ 


ATTACHED ‘TO MATERIALS SUBMITTED BY CONTINENTAL OIL Co, RELATING TO DENVER 
HEARING, SUBCOMMITTEE No. 5 


AFFIDAVIT OF MAX PUNCHES 
STATE OF COLORADO, 
City and County of Denver, ss: 


I, Max Punches, the undersigned, being first duly sworn, do depose and say as 
follows 

My home address is 1018 East Columbia, Colorado Springs, Colo., and I am 
employed by Continental Oil Co. as district manager in the marketing depart- 
ment. As district manager with headquarters in Colorado Springs, I have 
under my supervision the marketing operations of Continental in southern 
Colorado and northern New Mexico including the city of Pueblo, Colo. I super- 
vise 11 district sales representatives including Mr. Robert L. Lipson who is 
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employed by Continental Oil Co. as district sales representative with offices in 
Pueblo and whose home address is 1625 Alexander Circle, Pueblo, Colo. 

On or about February 24, 1957, Mr. Lipson telephoned me from Pueblo and 
discussed a price war which had been going on in Pueblo for some time and 
particularly the placing into effect of a competitive dealer allowance of 5.4 cent 
per gallon on regular gasoline. 

As a result of this conversation I went to Pueblo on or about February 24, 
1957, and further discussed this price war situation with Mr. Lipson. After 
going over this matter in some detail we decided to call upon Mr. Michael 
DeMartino, a Conoco lessee in Pueblo, and talk with him. 

Mr. Lipson called Mr. DeMartino by telephone and said that we would like to 
talk with him and that we would stop by at his station at such time as would be 
convenient for him. He said that he would be free to talk in about 30 minutes 
and we then drove down to Mr. DeMartino’s station to see him at the appointed 
time. In order that we would be able to talk with Mr. DeMartino without in- 
terruption, we invited him to drive with us and have a cup of coffee and he 
accepted. 

We then drove approximately four blocks from his service station to a drive- 
in. This drive-in is situated on a corner with 2 entrances, 1 on each of the inter- 
secting streets. We drove in one entrance and around the drive-in and stopped 
facing the street near the other entrance. A carhop came to our car and asked 
us what we wanted and we each ordered a cup of coffee which she brought. 

We told Mr. DeMartino that we wanted to talk with him about the price war 
in Pueblo. Before we got any further with our discussion Mr. DeMartino asked 
us if this discussion would involve the question of whether his lease would be 
renewed or anything about his lease and we told him that it would not. We 
told him we were there simply to discuss in a general way the problems that 
confronted him as a lessee and us as a supplier as a result of the price war. 

We then went on to tell him that the volume of gasoline sales of all of the 
Conoco stations in Pueblo had been falling off and that in our opinion as ex- 
perienced marketers this was the result of the cutrate prices being posted by 
a number of cutrate service station dealers in Pueblo. We pointed out that not 
only were these cutrate dealers selling at retail at a price of 2 cents below that 
posted at most of the service stations handling the products of Continental, but 
also they were giving to their customers double stamps, triple stamps, 2 pounds 
of sugar, glass tumblers, bacon and cash prizes. We further told him that we 
had carefully surveyed the prices being posted by and the give-away practices of 
these cutrate stations and that in our opinion all of the Conoco dealers in- 
cluding Mr. DeMartino would have difficulty avoiding further losses of gallon- 
age unless this kind of competition was met at the retail level. 

Mr. DeMartino listened quietly to what we told him and, when we had 
finished, said that he agreed that what we said was true, but that he had felt 
that he should post a price 1 cent higher than that which had been suggested to 
him in order to afford him a wider margin in his sales. We then discussed in 
a general way what his financial situation would be with the wider margin and 
loss of volume as compared with a 1-cent narrower margin with a prospect of 
higher volume, and after considerable discussion, which was carried on in a 
friendly manner, he agreed that probably with the price conditions being as 
they were it would be good judgment to be more competitive in his price and 
said that he would try selling the Conoco regular gasoline at 26.9 cents at retail, 
which would be more competitive. 

We then drove back to Mr. DeMartino’s station and dropped him off and 
returned to our office. 

At no time in this conversation or in any other conversation with Mr. De- 
Martino in 1956 or the first quarter of 1957 did I attempt to coerce or intimi- 
date Mr. DeMartino in any way nor have I observed any other Continental 
employee so doing. 

The foregoing instance is the only time during such period that I drove 
to a drive-in with Mr. DeMartino and discussed prices. 

Further affiiant saith not. 

Max PUNCHES. 


Subscribed and sworn to before me, a notary public, in and for said county 
and State, this 20th day of May, 1957. ® 
[ SEAL | VIRGINIA R. ZIEGLER, Notary Public. 


My commission expires July 25, 1959. 
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ATTACHMENT No, 2 


ATTACHED TO MATERIALS SUBMITTED BY CONTINENTAL Ort Co. RELATING TO 
DENVER HEARING, SUBCOMMITTEE No. 5 


AFFIDAVIT OF ROBERT L. LIPSON 
STATE OF COLORADO, 
County of Pueblo, ss: 


I, Robert L. Lipson, the undersigned, being first duly sworn, do depose and 
say as follows: 

My residence is at 1625 Alexander Circle, Pueblo, Colo., and I am employed 
by Continental Oil Co. as district sales representative with offices in Pueblo, Colo. 

Among my duties as district sales representative is the handling of jobber 
accounts and in connection with that work it often is my duty to assist a jobber 
in sales promotion and in the obtaining of appropriate service station locations 
for the jobber. 

During 1956 it came to my attention that there was a garage located at the 
corner of Seventh and Santa Fe at which Conoco gasoline was sold from 
three pumps situated outside the garage entrance on the corner of these streets 
and that the volume of gallonage being sold at this location was declining. This 
garage and the gasoline pumps were located on property owned by Continental 
Oil Co. and leased by the company to a lessee who operated the garage and the 
pumps. The building in which this garage is located is an old building without 
modern design and in only fair condition. This garage location is the one 
referred to by Mr. Murray in his testimony at the Roosevelt committee hearing 
in Denver as being taken over by Westland and situated 1 block from the other 
2 service stations mentioned by Mr. Murray. 

I have been informed by the Continental employees in Pueblo that this garage 
location has been owned by Continental Oil Co. since 1942 and that since that 
time it has been operated as a gasoline outlet under an arrangement whereby 
Continental has leased the same to a lessee operator. I know as of my own 
knowledge that it was operated by a lessee and that Conoco gasoline was sold at 
this location during the entire year of 1956. During the latter part of 1956 the 
operation of this station became a serious problem because of the decline in 
volume and on January 1, 1957, the lessee who had been operating this station 
quit because he couldn’t make a go of it and he has since taken on a service 
station of another supplier. 

Commencing January 1, 1957, this property ceased to be operated as either a 
garage or a gasoline outlet. Because it was an undesirable location and because 
of the record of sales during 1956 at this location, consideration was given to 
selling it and during January it was advertised for sale in the newspapers in 
Pueblo. No reasonable offers were received as a result of these efforts to sell 
the station and on February 5, 1957, I discussed with Mr. George Kroenert, a 
jobber, whether or not he would like to make a try at operating this garage and 
gasoline outlet. As a result of these conversations Mr. Kroenert, who operated 
his jobber business under the name of Westland Oil Co., took over the operation 
at this location on a day-to-day basis to see how it would go. He placed one of 
his salaried personnel in charge of the garage and gasoline pumps under a 
verbal arrangement with us which involved no long-term commitment of any 
kind. After 5 days’ operation Mr. Kroenert told us that he could see no prospect 
of doing much in the way of business and turned it back to us. 

At no time did Mr. Kroenert indicate to me any interest in buying this prop- 
erty and in trying it out as described above he had in mind, at most, possibly 
leasing it from Continental. During the time that Kroenert operated this 
station, he posted a price for Conoco regular gasoline of 26.9 cents. 

After Mr. Kroenert discontinued his operations the location again remained 
inactive until April 1, 1957, when it was leased for operation as a garage and as 
a gasoline retail outlet and wholesale tire-distribution business. 

Further affiant saith not. 

Rosert L. LIPson. 


Subscribed and sworn to before me, a notary public, in and for said county and 
State, this 15th day of May 1957. 

[SEAL] VivIAn G. Ruopves, Notary Public. 

My commission expires July 1, 1959. 
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ATTACHMENT No. 3 


ATTACHED TO MATERIALS SUBMITTED BY CONTINENTAL O1L Co. RELATING TO 
DENVER HEARING, SUBCOMMITTEE No. 5 


AFFIDAVIT OF HYLE OTTEN 
STATE OF COLORADO, 
County of Pueblo, ss: 

I, Hyle Otten, the undersigned, being first duly sworn, do depose and say as 
follows: 

My home address is 2111 Greenwood Street, Pueblo, Colo., and I am employed 
by Continental Oil Co. as district sales representative in Pueblo, Colo. 

Among my duties as district sales representative is that of calling upon the 
lessees of a number of Conoco service stations in the city of Pueblo. One of 
the lessees upon whom it was my duty to call during the middle and latter part 
of 1956 was Michael DeMartino, lessee of a Conoco service station identified as 
Conoco Station No. 7, located at Eighth and Main Streets in the city of Pueblo, 
Colo. 

This service station was rebuilt in the early part of 1956, and the opening of 
the newly rebuilt station occurred some time about the latter part of April 1956. 
At this time Mr. DeMartino had regularly assisting him in the operation of this 
station 2 employees, 1 of whom was employed on a full-time basis and the other 
either on a part-time or a full-time basis. Sometime in May or June 1956 one 
of these employees left and Mr. DeMartino hired a boy of Spanish descent who 
was known to me as “Junior.” 

In the course of conversation with various customers of the DeMartino station, 
I received word that some of the service being rendered by Junior was poor, and 
as a result of that I made inquiry of DeMartino regarding the service being given 
by this boy at his station. I discussed with DeMartino at some length possible 
training that might be given this young man to the end that he would be able to 
render efficient service. DeMartino thereafter attempted to put into effect some 
training that would help this young man, but after a period of a few months 
DeMartino said that, though he had made every effort to train this man, the 
man had not shown satisfactory improvement. We then had a number of talks 
as to what he should do about replacing Junior, and in the course of these dis- 
cussions Mr. DeMartino stated that, even though he recognized the boy’s service 
was not adequate, he didn’t like to just lay him off, because in the course of his 
having worked there he had become quite friendly with his family and he wanted 
to make every effort he could to see that the boy had some form of employment. 
It also developed in these conversations that Mr. DeMartino, when he originally 
hired this boy, had hired him mainly for the purpose of washing cars, but that 
the volume of business at the station did not justify having a man who would 
do nothing but wash cars, and it was therefore necessary for him to call upon 
this boy to serve customers as they came in. 

Some time in the fall of 1956 I noticed on the occasion of one of my calls at 
DeMartino’s station that Junior was no longer there and that DeMartino had 
replaced him with another full-time employee. I had no further conversations 
with DeMartino about this situation. 

Never in the course of my talks with DeMartino did I direct or demand in 
any way that Mr. DeMartino discontinue employing Junior or any other employee. 

Further affiant saith not. 

HYLE OTTEN. 


Subscribed and sworn to before me, a notary public in and for said county 
and State, this 15th day of May 1957. 
VIVIAN G. RHODES, 
[SEAL] Notary Public. 
My commission expires July 1, 1959. 
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ATTACHMENT No, 4 


ATTACHED TO MATERIALS SUBMITTED BY CONTINENTAL OIL Co., RELATING TO DENVER 
HEARING, SUBCOMMITTEE No. 5 


AFFIDAVIT OF MICHAEL DEMARTINO 
STATE OF COLORADO 
County of Pueblo ss: 

I, Michael DeMartino, the undersigned, being first duly sworn, do depose and 
Say as follows: 

My address is Route 4, Box 389, Pueblo, Colo., and I am and have been during 
1957 the lessee of Conoco Station No. 7 located at 8th and Main Streets in the city 
of Pueblo, Colo. 

I am 5 feet 11% inches in height and at all times herein mentioned have 
weighed and do now weigh about 169 pounds. 

I have read the affidavit of Max Punches regarding my meeting with him 
and Mr. Robert L. Lipson on or about February 24, 1957. 

The only time during 1956 or the first quarter of 1957 when Mr. Punches took 
me to a drive-in for a cup of coffee is the instance set forth in Mr. Punches’ 
affidavit. 

The statements made by Mr. Punches in his affidavit concerning my con- 
versation with him and Mr. Lipson on or about February 24, 1957, truly states 
the substance of this conversation. At no time has Mr. Punches, Mr. Lipson 
or any other employee of Continental Oil Co. threatened or intimidated me with 
regard to the operation of my service station or the price which I post for 
gasoline. 

I have also read the affidavit of Hyle Otten regarding the employment at my 
service station of Junior and the statements contained in his affidavit truly 
rp what I said and what he said in connection with my employment of this 

Oy. 

Further affiant saith not. 

MIcHAEL DeMARrTINO, 


Subscribed and sworn to before me, a notary public, in and for said county and 
State, this 15th day of May 1957. 


[SEAL] Vivian G. RwOopEs, 
Notary Public. 


My commission expires July 1, 1959. 


Thank you very much, Mr. Liddell. We appreciate that. 

The committee will next hear from a group of jobbers, Mr. Oscar 
Santi, Mr. Don Severson, Mr. Frank Tallman, and Mr. W. E. Quinn. 
If these gentlemen are present, would you come forward ? 

Gentlemen, I understand you are accompanied by Mr. Otis Ellis, 
and Mr. Ellis, the commitee is glad to have you present at. this time, 
and if you wish to join in the colloquy before the committee at this 
time, I will swear you in also, if that is agreeable. 

Would you please raise your right hands? 

Do you solemnly swear that the testimony you are about to give 
before the committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God ¢ 

Mr. Tatiman. I do. 

Mr. Severson. I do. 

Mr. Quinn. I do. 

Mr. Exxis. I do. 

Mr. Sant. I do. 
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TESTIMONY OF FRANK TALLMAN, JOBBER, PUEBLO, COLO.; J. D. 
SEVERSON, JOBBER, GRAND JUNCTION, COLO.; W. E. QUINN, 
JOBBER, LAMAR, COLO.; AND OSCAR SANTI, JOBBER, WALSEN- 
BURG, COLO.; ACCOMPANIED BY OTIS H. ELLIS, GENERAL 
COUNSEL, NATIONAL OIL JOBBERS COUNCIL, WASHINGTON, D. C. 


Mr. Roosrveir. Would you please identify yourselves ? 

Mr. Taruman. My name is Frank Tallman, and I am a jobber in 
Pueblo, Colo. 809 Erie. 

Mr, Severson. My name is J. D. Severson. I am a jobber in Grand 
Junction, Colo. 1353 Grand Avenue. 

Mr. Quinn. My name is W. E. Quinn. I am a jobber in Lamar, 
Colo. 500 South Third. 

Mr. Exris. My name is Otis H. Ellis. I am an attorney and gen- 
eral counsel for the National Oil Jobbers Council, with offices at 1001 
Connecticut Avenue in Washington, D.C. 

Mr. Santtr. I am Oscar Santi, president of the Santi Oil Co. at 
300 Main Street, Walsenburg, Colo., jobber. 

Mr. Roosrverr. Well, gentlemen, the committee appreciates your 
presence, and if any of you would like to make a statement first, you 
are certainly welcome to do so. Otherwise the committee has a number 
of questions which they would like to put to you. 

Mr. Excis. Mr. Chairman, if I might make just about a 1 or 2 
sentence statement, then I think we can help direct traffic here, save 
time for the committee and pinpoint the things you are looking for. 

Mr. Roosrverr. You certainly may. 

Mr. Extis. I would like to state that these Colorado jobbers are all 
members of the Colorado Oil Jobbers Association, which is a member 
of the National Oil Jobbers Council. We are appearing here as a re- 
sult of a request directed to me by this committee or subcommittee, 
requesting that we supply the names of jobbers who could, a cross 
section of jobbers who could, testify to conditions in C olorado. They 
are appearing by request without the nec essity of subpena, and the 
testimony, pursuant to our meeting yesterday, will try to pinpoint, 
number one, some few problems that the jobbers encounter in the 
distribution of petroleum products, and in addition thereto, will en- 
deavor to answer any questions that we possibly can which the com- 
mittee may have to propound, I believe, if we would start with Mr. 
Santi, and let him tell you how his business is set up, what he as a 
jobber is and how he operates, very briefly, and any problems he may 
have to relate to the committee, that it will save time. 

I might add one statement, and then I will quit and will not try 
to interpose except maybe to help you save time. I wil] say that in 
these problems which jobbers are bringing up, they are bringing up 
as problems for this committee, and unless some of these gentlemen 
think otherwise, we have no recommendations for legislative relief. 
We try to settle our problems within the industry. We haven't settled 
them all yet and we may have to come back to you, but we are not quite 
ready for that yet. 

Mr. Santi, I think you can start. 

Mr. Roosrver. Mr. Santi, will you proceed, please, sir ? 

Mr. Santr. Well, I happen to be a jobber and have been a jobber 
for the past 26 years, and we operate about 5 to 6 service stations that 
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we own within ourselves. We serve possibly 6 to 10 other outlets 
where the people either own them themselves or lease from others. 
We operate our own transportation. We have our own transport 
trucks where we haul from our supplier’s pipeline to our bulk storage 
tanks. In general we sell dealers, consumers, farm trade, any kind 
of customer that comes along that we are required to sell to, represent- 
ing the company we represent, why we sell to. 

s far as troubles, naturally over a period of years, why you en- 
counter a lot of troubles. These various troubles come up all the 
time in the type of business we are in, and we usually try to iron them 
out with our supplier. In a lot of cases a supplier doesn’t always like 
to give in on certain things, but they are generally pretty fair about 
all the transactions that we have with them. I could go on and name 
a lot of little items that don’t amount to nothing. As far as that goes, 
we have been successful. We never lost any money, so we feel that 
things must be going along pretty smoothly. 

If there are any other farther questions you would like to ask, I 
would be glad to answer. 

Mr. Roosevetr. Whom do you represent ? 

Mr. Santi. We represent Phillips Petroleum Co. 

Mr. Roosrvert. And you sell nothing but Phillips petroleum 
products ¢ 

Mr. Santt. That’s right. 

Mr. Roosrvett. Both ag a jobber and to your lessee stations. 

Mr. Santi. That’s right. 

Mr. Roosevett. Is generally the same thing true for you other 
gentlemen ? 

Mr. Quinn. Yes. 

Mr. Severson. Yes. 

Mr. Roosevetr. All right. Now, let me first ask you, are the major 
oil companies the principal sources of your gasoline in all instances, 
or do you buy from anybody else ¢ 

Mr. Tatitman. Nobody else in my case. 

Mr. Roosrvert. Nobody else. Do you compete with these oil 
companies for commercial accounts in any instances, and if so, what 
instances ? 

Mr. Quinn. I don’t, sir. 

Mr. Roosrvett. Do any of you compete ? 

Mr. Santr. Well, I do, Mr. Chairman. In fact, in our little town, 
the economy of our town has been getting fairly bad, so people in 
our town have to go on the outside trying to pick up new business. 
We do get and try to pick up large consumers, large consumer accounts, 
but it has been in the past years that the little jobber just can’t seem 
to meet competition. 

Mr. Roosrvetr. What specific instance have you competed with a 
major company or your major company with these commercial 
accounts ? 

Mr. Santr. Well, naturally we represent a major company, but if 
we go out bidding on any consumer, large consumer accounts, why we 
are actually on our own, so naturally in many instances we have to 
compete against larger companies like Continental Oil, Texas, Sin- 
clair, Standard. 

Mr. Roosrvetr. You said you represented Phillips? 
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Mr. Santt. That’s right. 

Mr. Roosrvetr. Has Phillips ever competed with you? | 

Mr. Sanzt. No, never has. As long as I have been in business they 
have never competed with me. : 

Mr. Roosrvetr. But the major companies do compete with you and 
therefore theoretically—will you give me 2 or 3 specific instances of 
jobs on which they did compete and whether you won or lost the job? 

Mr. Santr. Yes, I can give you quite a few instances. In fact, down 
around our part of the country we have a lot of large road contractors 
come in there, obtaining these large road contracts, and we are required 
to bid on their business, and in most instances we can’t compete with 
the majors because they sell the products or bid the products in at 
lower prices than we buy them ourselves, so naturally we have a hard 
time competing with them. : 

Mr. Roosrvett. I want, and if you can’t give it to me now, will 
you supply me with it, a specific case about which you are talking. 

Mr. Sant. Yes. 

Mr. Roosevett. I mean the name and the date. 

Mr. Santt. Yes, I can supply you with the names of the consumers 
and such. 

(The information will be found in the files of the committee.) 

Mr. Roosevett. All right. Now, secondly, do these companies who 
are competing with you have jobber representatives in your area? 

Mr. Sant. In some instances, yes. 

Mr. Roosrvett. Will you also then tell me what those companies are ? 

Mr. Santr. Who they are? 

Mr. Roosrvetr. Who they are. 

Mr. Sant. Well, in my particular territory Continental Oil Co. has 
a jobber and an agent both. They have two respresentatives. Texas, 
of course, has an agent, and Standard Oil has an agent, as well as 
Sinclair. 

Mr. Roosrvett. When you give me the instances, will you please in 
each case give me the name of the companies that competed in order 
that I may check that testimony with the previous witness’ testimony 
that in 1 or 2 cases have they competed with their own jobbers? Do 
you understand my request ? 

Mr. Santt. Well, now, Mr. Chairman, in most of these cases they 
don’t compete with their own jobbers because their jobbers cannot 
compete with the majors. Do you get the idea? So the jobbers will 
not put in a bid at all. 

Mr. Rooseveit. Well, after all, that is beating around the bush 
because they are competing, because if their jobber can’t put in a bid 
because his supplier is doing it, that is competition. Is that correct? 

Mr. Sant. That’s right; that’s right. 

Mr. Roosrvett. Then please submit those records to the committee. 

Mr. Sant. O. K. 

Mr. Roosrvext. I will ask the other gentlemen, have any of you any 
similar cases ? 

Mr. Quinn. No, sir; I haven't. 

Mr. Roosevetr. You do not bid on any commercial accounts ? 

Mr. Quinn. Not in competition with my supplier. 

Mr. Rooseverr. Mr. Quinn, you are in the Lamar area. 

Mr. Quinn. Yes. 
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Mr. Roosrve.r. Mr. Severson, how about you ? 

Mr. Severson. There are cases of road contractors, but I haven’t 
been in position either with equipment or so forth to submit prices, 
so I am not in position to say what the final result was. We do have 
some small, what you would call commercial consumer accounts, but 
nothing that you have to submit bids on. 

Mr. Roosevett. For those accounts do you have major competition ? 

Mr. Severson. Oh, yes. 

Mr. Rooseveir. Again will you please name for me the major com- 
petition ? 

Mr. Severson. Well, of course there is Texas Co., Continental Oil 
Co., Phillips. 

Mr. Rooseverr. You mean in your area, which I believe is Grand 
Junction, Colo. ? 

Mr. Severson. Yes, sir. 

Mr. Roosrverr. The Continental Oil Co. is bidding, directly. 

Mr. Severson. Perhaps I didn’t follow you there, sir. 

Mr. Roosrvett. For commercial accounts. What I asked you wa 
Do you know of instances in which major oil companies bid for com- 
mercial accounts in your area? Your answer was “Yes,” and then 
you went on to detail one of the companies as being Continental Oil Co. 

Mr. Severson. Well, sir, I may have confused the issue there a little 
bit. 

Mr. Roosrverr. Well, let’s get it straight. 

Mr. SEvERSON. Talking about small consumers. Now, to get back 
to large consumers where they call for bids 

Mr. Rooseverr. I am talking about both large and small commer- 
cial accounts, large and small. 

Mr. Severson. Let me qualify. As far as the large are concerned, 
nothing recently. 

Mr. Roosrvett. Nothing recently. 

Mr. Severson. No, sir. 

Mr. Roosevett. What would you call recently ? 

Mr. Severson. Well, within the last year and a half. 

Mr. Roosevetr. Prior to a year and a half they did? 

Mr. Severson. There have been—whenever a road contractor comes 
in. 

Mr. Roosevett. With respect to small commercial accounts. 

Mr. Severson. Well, usually, in most cases in our area, they are sold 
on regular tank wagon price. There are no bids asked for or anything 
like that. We just compete with each other on regular tank wagon 
price on those. We are fortunate still in that area. 

Mr. Roosevert. What I am asking though is, Do the major com- 
panies sell these accounts direct, or do they do it through their jobbers # 

Mr. Severson. They do it either through jobbers or commission 
agents. 

Mr. Roosrevetr. Or commission agents. 

Mr. Severson. We have some of both in my area. 

Mr. Roosrveir. A commission agent then is the same thing as hav- 
ing a direct bid by the company; is that not so? 

Mr. Severson, Y es, I expect—I would say so. 

Mr. Roosrvetr. Can you give me a specific ex: umple of that? If you 
can’t remember it now, will you provide me with it ? 
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Mr. Severson. Yes, sir; I think I can. 
(The information requested is as follows :) 


GRAND JUNCTION, CoLo., May 13, 1957. 
Hon, JAMES ROOSEVELT, 
Chairman, Subcommittee 5, House Small Business Committee, 
Washington, D. C. 

DEAR Str: In accordance with your request made during your hearing held in 
Denver, Colo., on Tuesday, April 16, 1957, I am submitting the attached list of 
oil companies and jobbers, and their respective bid prices covering certain 
petroleum products. These bids were submitted to the Colorado Department of 
Highways for the period January 1, 1957, to July 1, 1957. This account is con- 
sidered one of the larger commercial consumer accounts in this area. 

As I mentioned in my testimony, most commercial-consumer accounts in this 
area are sold and delivered on a tank-wagon price basis at the time of delivery. 
So that you may make a comparison, the following tank-wagon prices were in 
effect here at the time these bids were submitted. 


WNatyL GASOUNG nn oe et LE A eo $0. 307 
Regular. grade gasoline... .....00<-. nee niiestentidnnen amas ieee - 282 
Diesel fuel... 2... fabs SUA EME SHO Ee = ees -17 
NG. 7 WG 3 baediant es eneersepieninn~ denn berpeahisienriatemnimememene .18 
Kerosene __--- osthdhee iscsstths i ha dca cael dbeadchaalle ihe iat aian ieee goede sonipiiaate tenes . 193 


The above tank wagon gasoline prices include both State of Colorado, and 
Federal gasoline taxes at the rate of 6 and 3 cents per gallon respectively. 
Yours very truly, 
SEVERSON Ort Co., 
J. D. SEVERSON, 
Socony Mobil Oil Co. Jobber. 


Bid prices submitted to the Colorado Department of Highways for tank 4eagon 
delivery to the shops located in Grand Junction, Colo., and covering the period 
Jan. 1 to July 1, 1957 





} } 








= 
Ethyl mt Regular | | No. 1 fuel 
Name of supplier submitting bid gasoline grade Diesel fuel oil | Kerosene 
| gasoline 
gees © Sa 
ey ee Se a Ae Pa tee eee Frm ears ere 
C. R. Brown Oil Co., Sinclair jobber-___- $0. 2290 | $0. 2120 $0. ae $0. 13515 $0. 1395 
Standard Oil Co. (Indiana) 5 . 252 PRE. Bnd oon sitendceiee eae 
Continental Oil Co . 2305 | . 2205 ; 14s Sadsdbrdabids . 1655 
Severson Oil Co., Socony Mobil Oil Co. 
TOU abn lsepevoclene socal ¥ J 247 «| . 222 17 18 +193 
| 





After an examination of the bids in the local office of the Colorado Department 
of Highways, it appears that the above-mentioned oil companies are the only 
ones that submitted bids covering this period. 

The above bids covering ethyl gasoline and regular grade gasoline include 6 
cents per gallon State of Colorado road tax, but do not include the 3 cents per 
gallon Federal tax. 

Mr. Roosrveit. Thank you, sir. How about you, Mr. Tallman? 

Mr. Tatiaman. Well, normally I don’t bid on what Mr, Severson 
here terms as big contract jobs like a road contractor. I don’t have 
the equipment, and I don’t have the capital to participate in that type 
of business. However, everything in Pueblo County that is sold by 
Phillips Petroleum Co., as far as I know, is sold through me. If they 
want to bid on a piece of business and the company is interested 
enough in that piece of business, they will come down and ask me to 
submit a bid, which 1 do, and they will give me an override. In no 
case have I ever known my supplier to underbid my price, I mean, that 
they would sell me for. 
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Mr. Roosrvetr. Mr. Tallman, do you know of any case in which 
any of the other major companies, and if so which ones, have bid di- 
rectly for such business, or through a commission agent ? 

Mr. Tattman. Well, Mr. Roosevelt, I assume they all do, but since 
I am not particularly interested in that category of business, I don’t 

o to the hearings, and I am not familiar with who is doing the 
biddin ; 

Mr. Bua In other words, you don’t have any firsthand infor- 
mation on it. 

Mr. Tatiman. No, sir; I don’t. 

Mr. Roosrvetr. Do you in relation to the smaller consumer account ? 

Mr. Tatitman. On the smaller consumer account, it isn’t a question 
of bid, it is a question of salesmanship, as far as I can determine. 

Mr. Roosrverr. That is correct, but I am asking you directly, do 
you know of any major company that sells directly or through a com- 
mission agent to 

Mr. Tattman. Toa consuming account ? 

Mr. Roosevetr (continuing). A consuming account ? 

Mr. Tatuman. They all do. 

Mr. Rooseverr. Would you name them ? 

Mr. Tatitman. Well, I think Continental, Standard, Chevron, Sin- 
clair, Texas Co., Carter. 

Mr. Roosrvetr. Continental ? 

Mr. Tatitman. Continental. I believe that they have them all down 
there. 

Mr. Roosrvett. And they bid directly or through commission agent ? 

Mr. Tatiuman. Through a commissioned agent or a salaried plant 
or however they operate in that area. Now, Socony, for example, I 
think that they operate in the same manner I do, through a jobber. 
Texas Co. 

Mr. Roosrverr. Because you see the testimony of the previous wit- 
ness was that he did not do this. 

Mr. Tatuman. I misunderstand you, I guess. 

Mr. Roosevetr. No; I don’t think you do. I am being very specific. 
I am asking you whether you know instances of direct sales by Con- 
tinental Oil Co. to your smaller commercial accounts where they have 
gone in, by salesmanship, gotten the account, and done it direct or 
through a commission agent. 

Mr. Tatitman. Yes, sir; Ido. 

Mr. Roosevett. Would you submit that to the committee, please, in 
specific form ? 

(The information requested is as follows :) 

TALLMAN OIL Co., 
Pueblo, Colo., May 21, 1957. 


Mr. JAMES ROOSEVELT, 
House Office Building, Washington, D.C. 

DEAR MR. RoosEvELT: At the Denver hearing on small business, April 16, 1957, 
you specifically requested that the undersigned submit to your committee the 
names of small commercial accounts that the undersigned felt certain were being 
supplied here in Pueblo by the Continental Oil Co. 

For your information the following concerns purchase at least a part of their 





DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 111 


requirements from the Continental Oil Co. here in Pueblo. These concerns are 
considered commercial accounts by the writer. 

1. Pueblo Transportation Co., 111 South Victoria. 

2. Summit Pressed Brick & Tile Co., 13th and Erie. 

3. Standard Fire Brick Co., 24th and Albany. 

We trust that this information is that which you desire and will be of some 
benefit in your findings. 

Yours very truly, 
FRANK P. TALLMAN, 

Mr. Lippetzt. Mr. Roosevelt, may I—— 

Mr. Roosrevett. Wait just a minute, please. 

Mr. Tattman. You want me to tell you the accounts the Conti- 
nental Oil Co., for example, are selling in the city of Pueblo? 

Mr. Roosrvetr. Direct or through a commission agent that you have 
knowledge of. 

Mr. Severson. May I ask a question, sir? That means a small ac- 
count, 200 gallons a month or 500? 

Mr. Roosrverr. Whatever size, whatever the size might be. I want 
specific instances. I don’t say you have to give me a tremendous long 
list. I want 2 or 3 specific instances. 

Mr. Liddell, did you wish to make a statement, sir? 

Mr. Liuppeti. Yes. I am confused. I didn’t intend to testify as 
you have just stated, as I understood you, that we do not go after 
consumer business. We do. I testified that it is our policy not to 
quote for consumer business at a lower price than we charge our 
jobbers, that there will be maybe a few exceptions where we have done 
it, and we intend to write you and tell you about it. We have thought 
of two, but we go after that business. 

Anything on a tank-wagon basis that we can get in the way of con- 
sumer business, we sure go after it. 

Mr. Reosrvett. In other words, you go into direct.competition with 
your jobber. 

Mr. Lippeti. Well, we either bid direct or through our jobber. 

Mr. Rooseverr. What I am saying is—let us be very specific, Mr. 
Liddell—if you have a jobber, do you also bid after it direct? You 
told me in your testimony that where you had a jobber you did not 
compete with him and sell it direct. 

Mr. Lippet. I don’t recall saying that at all. 

Mr. Roosevett. Iam sorry. It is in the record. 

Mr. Lippetx. Let us correct the record then. 

Mr. Roosevett. Let us correct it then. 

Mr. Kump. Well, actually, Jim—may I say something here ? 

Mr. Roosrevetr. Yes, you certainly may. 

Mr. Kump. Actually I do not think that all of these questions were 
explicitly understood. I am just exactly of the same opinion that Jim 
is, as far as our testimony goes, but actually we, I am sure, have not 
been competing with the jobbers for this type of business. Now, we 
may bid, and the jobber may bid on the same business. 

Mr. Roosevert. And that is not competing with the jobber. 

Mr. Kump. But we will talk with him before we go ahead and do 
that, so that we are not stepping on our jobber’s toes, and I do not 
believe if you would call any one of our jobbers, you would find that 
they are unhappy about what we have been doing. 


92285—57—-pt. 2——9 
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Mr. Roosrvevt. I will discuss that, of course, with them, because 
that is your opinion, and you are entitled to your opinion, but the 
basic fact I want to get clear in the record now is that you are cor- 
recting the record that you do in certain instances make quotations, 
or compete directly, to certain accounts where you have a jobber 
in the area who may be competing for that same account. 

Mr. Lippety. Well, as I visualize it, if we get any of that kind of 
business, tank-wagon deliveries, we certainly go through our jobber 
for him to make the delivery, and we certainly pay him an override. 
We don’t-ask him to work for nothing, and it 1s certainly no problem 
with us. Our jobbers are not unhappy with the way we handle that 
business. 

Mr. Roosrvert. What you are saying then is that if you bid direct 
and the jobber bids direct and you get it in direct competition with 
him, you turn around and let the jobber deliver it as if it was his 
account. 

Mr, Lappe. I seriously doubt that we are bidding in competition. 

Mr. Kume. Well, actually from a practical standpoint, the way this 
thing works, we do not have conflicts, if that is what you are getting 
at, and there have been cases where we have bid on some business, 
and the jobber has bid on the same business, but we have never gone 
under his price, and as Mr. Liddle said, we will turn business over 
to him that he can take care of and with some profit in the form of 
an override where that is necessary. 

Mr. Roosevetr. Mr, Ellis, may [ ask you the question, did you state 
to counsel for this committee that you know of instances and that it 
has been the practice for certain major companies to compete di- 
rectly with their jobber accounts? 

Mr. Exais. I told the counsel of this committee that there had been 
reported to me instances where the major company having a job- 
ber in the same area sold to the commercial consumer account, by- 
passing his jobber, and getting the business. Now, as the gentleman 

ere pointed out, there are also many instances where, since this com- 
mercial consumer account market has fallen about two degrees below 
the floor of Hades, where there is a jobber in an area and a supplier, 
in order to help his jobber retain some of that business, will say to 
that jobber, “You bid it. Get it. We will give you your freight and 
a quarter of a cent override for handling it”; but getting back to a 
specific proposition—and I have no axes to grind with Conoco, I 
am talking in general now—if I understand it correctly, in Mr. Santi’s 
town there is a Conoco jobber. 

Mr. Santi. Right. 

Mr. Exxis. May I question him a minute? 

Mr. Roosrvetr. Yes, certainly. We want the information. 

Mr. Ex.is. There is a Conoco jobber in your town and the county 
in which you operate. 

Mr. Santi. That’s right; that is correct. 

Mr. Exxis. And you are competing for road contractor business 
in that same county or general area; right? 

Mr. Sant. Yes. 

Mr. Extis. That road contractor business being volume sales which 
we call commercial consumer accounts, is that correct. 

Mr. Santr. That’s correct. 
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Mr. Ex11s. Does Conoco’s jobber bid or get any of that business 
in that area ? 

Mr. Santr. They never have since I have been in business. 

Mr. Exxis. Does Conoco themselves get any of it ? 

Mr. Santr. Continental, Texas, Standard, all of the major com- 
panies have bid direct for many a time. I have bid against their 
same bids over a period of years. 

Mr. Roosevett. Sir, will you give me the name of the Conoco job- 
ber that you are referring to ! 

Mr. Santi. Well, one in our town is Lenzini Petroleum Co. He is 
a Continental jobber. L-e-n-z-i-n-i. 

Mr. Roosrvett. To your knowledge has he also bid on these—— 

Mr. Santt. No, he never bids, because just like I said before, he can’t 
bid. I mean, here, when we are talking about underbidding, they bid 
anywheres from 2 to 3 cents a gallon, in some instances—now I am 
talking about diesel fuels here, gasolines—they will bid anywheres from 
1 to 2 cents a gallon under what we can purchase them for ourselves, 
so therefore we can’t keep 

Mr. Rooseveir. Let me just pinpoint this. What you are saying is 
that Continental Oil Co. bids 1 or 2 cents under the price at which 
that jobber, if he had wanted to, could buy the product. 

Mr. Santt. That is absolutely correct, not only Continental, but I 
mean 4 or 5 other majors. . 

Mr. Roosrverr. And you are talking about diesel oil and gasoline. 

Mr. Santi. That’s correct. 

Mr. Roosrvertr. Counsel would like to ask Mr. Tallman a question. 

Mr. Newuis. Mr. Tallman, you are from Pueblo, are you not? 

Mr. TatuMAN. Yes, sir. 

Mr. Netuts. That is the center of this rough price war that is going 
on at this time. 

Mr. TatuMan. Yes, sir. 





Mr. Netuis. You are a Phillips jobber, are you not ? 
Mr. TatuMAN. Yes, sir. 
Mr. Netuis. To your knowledge does Phillips sell its gasoline in 


Pueblo or in that area to any unbranded retail seller ? 

Mr. TatumMan. Not to my knowledge. 

Mr. Neus. Do you? 

Mr. TALLMAN. No, sir. 

Mr. Neus. What is the source of supply to the retail unbranded 
seller in Pueblo, if you know ¢ 

Mr. Tatuman. What one are you speaking of specifically ? 

Mr. Netiuis. Well, let us take Site or Hudson or Mars. 

Mr. Tariman. All I can tell you is what Iam told. Iam told that 
Mars are now buying from Shamrock. 

Mr. Roosrvetr. I might say at this point that the representatives 
of Shamrock have been asked to come before the committee in Los 
Angeles and will testify at that time. 

Mr. Tatiman. I see. 

Mr. Neus. So far as you know, your supplier does not supply that 
market. 

Mr. Tartan. No, sir; I feel sure they don’t. 

Mr. Newiis. How many lessees or rather how many retail dealers 
do you deal with in Pueblo at the present time ? 

Mr. TatumMan. I would say about 12 or 13. 
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Mr. Nexis. They are all in pretty serious trouble, aren’t they? 

Mr. Tatitman. Not tomy knowledge. 

Mr. Neuuis. They are all doing well ? 

Mr. TALLMAN. They are all getting by just as I am, and if it wasn’t 
for my supplier who would come to my rescue 

Mr. Nexus. That is what I wanted to get at 

Mr. Tatitman. And they are doing a very admirable job of it, I 
would say. They would be in trouble without that help. 

Mr. Neus. Let me ask you this: I think the committee would 
be interested in knowing how a jobber is helped by a supplier in a 
price war situation. Would you mind telling that to the committee ? 

Mr, Tatiman. Well, the present policy of the Phillips Petroleum 
Co. is what they call a sliding scale 80-20. As the price goes down 
or goes up, fixed on a benchmark, we participate in the increase or 
the decrease from the normal price where we stand 20 percent of it, 
my supplier stands 80 percent of it. 

Mr. Neus. Who sets the normal price? 

Mr. Tatiman. Continental Oil Co., is referred to as the reference 
marker, 

Mr. Netuis. Why is that? 

Mr. Tatiman. Well, sir, I don’t know that. I think it is just prac- 
ticed through the years. I don’t know the answer to that question. 

Mr. Nexis. You are saying to this committee that you have a for- 
mula there in which you participate with your supplier which is based 
on some other supplier’s price. Isn’t that a little unusual ? 

Mr. Tatiman. No; the formula isn’t based on some others. In 
other words, the reference marker, as I understand it, is the marker 
that establishes wholesale prices in the city of Pueblo. My company 
or my supplier meets competition, and they place me in competition 
upon my request to engage and place my dealers in a position to engage 
in competitive competition. 

Mr. Netuts. In other words, what you are saying to me is that Con- 
tinental Oil Co. is the price leader down there, and so far as you are 
concerned, Phillips follows the price, and then you participate in this 
80-20 sliding scale, is that right. 

Mr. Tatiman. I would say that while you are saying that Conti- 
nental is, and I refer to them as the reference marker, they have 
had no control over that market as far as I can determine. 

Mr. Neus. Well, that may be, but they are the reference marker, 
anyway, right? 

Mr. Tatitman. Well, you have to have a starting place, and they 
establish what my supplier says is the benchmark; yes, sir. 

Mr. Nexus. I am glad to hear that Phillips says that Continental 
is the starting place. But may I ask you one other question, Mr. Tall- 
man ? 

Mr. Tatuman. Yes. 

Mr. Netuts. How much of this 80-20 do you pass along to your 
dealer ? 

Mr. Tatiman. I don’t pass any of the 80-20 along. In other words, 
I allow the dealer an amount that is agreed on by my supplier and 
myself in addition to them furnishing me the 80-20 deal. 

Mr. Nets. So that your retailer gets something over and above 
the 80 percent that you get from Phillips, is that right ? 
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Mr. Tatitman. Well, we keep them in business; yes, sir, during a 
distress price where they couldn’t exist without the help. 

Mr. Neus. You said something very interesting tome. You said 
it is something based upon what your supplier and you agree should 
go to the retailer, is that right ? 

Mr. Tatitman. We discuss how much it is going to take to keep 
aman in business. In other words, he needs help. 

Mr. Nexis. Who do you discuss it with, Mr. Tallman ? 

Mr. Tatiman. I discuss it with my dealers and with the traveling 
salesman that calls on me. 

Mr. Netxis. You mean the company salesman. 

Mr. Tatuman. Yes, sir. 

Mr. Netuis. Between the two discussions you come to some agree- 
ment. 

Mr. TatutMan. We tell what we think would be necessary ; yes, sir. 

Mr. Netuis. Then you offer it to the retailer ? 

Mr. Tatiman. Yes. 

Mr. Nexus. Suppose he disagrees ? 

Mr. TatitmMan. Well, as far as I know, it is the best I can do. I do 
everything that I am provided with, and I pass that along. 

Mr. Roosevett. In other words, what you are saying is that the 
supplier actually makes for you the deal that you can give to your 
dealer so that the supplier again has a hold over your dealer, right? 

Mr. TattMan. Without the supplier I would be broke. 

Mr. Roosevett. And he would go broke. 

Mr. Tattman. The dealer would be broke; yes, sir. 

Mr. Roosevett. And so this great independent man is really depend- 
ent on the supplier, isn’t he ? 

Mr. Netuis. And a jobber, Mr. Chairman. 

Mr. Roosrvett. Working through you. 

Mr. Tatiman. In the case of a jobber, without help, I would say 
he would certainly go broke; yes, sir. 

Mr. Roosevett. I assume that the rest of you gentlemen have the 
same general picture. 

Mr. Exxits. Mr. Chairman, I believe Mr. Tallman could clear you 
up a little bit or the whole testimony up a little bit on that Pueblo 
situation, could tell you exactly what the situation is today from a 
man who markets in that area, how it got that way, to the best of his 
knowledge. 

Mr. Roosevett. Mr. Ellis, at the request of the committee, if Mr. 
Tallman wishes to do that specifically, we would be glad to have him 
do that in writing at a later date, and we would be happy to receive it. 

Now, Mr. Tallman, we would like to know of any instance in the 
Pueblo area where the Continental Oil Co. sells directly to nonbranded 
outlets of any kind. 

Mr. Tatiman. I don’t know of any that they do. 

Mr. Roosrvert. What would be wrong, in your opinion—and any 
one of you can answer this—with a regulation which would require 
the major oil companies to sell no commercial account at a lower rate 
than they sell to jobbers? 

Mr. Exuis. Whose regulation is that going to be, Mr. Chairman ¢ 

Mr. Roosrvett. Let us say it is a Federal law. 
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Mr. Exxis. We are wary of any more Federal regulations right now 
because we are having so much di ifficulty keeping up with the ones we 
already have. 

Mr. Roosrveitt. Then I would like to ask the individuals if they 
know of any objection which could be raised against such a regula- 
tion, no matter where it came. If it came from a State level or by 
agreement by the companies, or whatever source it came from, would 
it be of help to you in your business? As counsel points out, in es- 
sence it is a below cost selling law ; whether it would be done voluntarily 
or done by force of legislative enactment would be unimportant. If 
is was done, would it be of help to you? 

Mr. Tatiman. It wouldn’t be of any help to me because I know of 
no instance where my company has ever done it before in my area. In 
other words, everything that is sold in my area I participate in, so I 
know of no regulatory action that would assist me in saying they 
couldn’t sell anybody because they just don’t. 

Mr. Severson. I would like to say the same thing, sir. I have the 
same cooperation from my supplier. 

Mr. Roosrvetr. Your supplier is 

Mr. Severson. Socony Mobil Oil Co. Further, I am a firm believer 
that we should certainly make every attempt to solve our own problems. 

Mr. Roosrvetr. I am suggesting that this be done by your solving 
your problem. 

Mr. Severson. I think at this point we would be better off without 
any legislation to help us do so. 

Mr. Roosrverr. However, if this was done by agreement within the 
industry, would it be of help to you? 

Mr. Severson. It might be. 

Mr. Roosrverr. Thank you, sir. 

Mr. Quinn? 

Mr. Qurnn. I don’t have any instance whereby companies have bid 
lower than my jobber cost. I am now participating in two road con- 
tracts which were bid through my supplier, of which I haul and par- 
ticipate in the profits. 

Mr. Roosrvetr. Who is your supplier again ? 

Mr. Quinn. Sans Petroleum Co. 

Mr. Roosevetr. Mr. Santi? 

Mr. Santr. Well, personally I am not a believer in any regulations 
of any type. We have so many regulations now we can’t keep up with 
them all, but I do believe if we jobbers are to exist, if there is going to 
be a jobber left, I think there is going to have to be some kind of deal, 
either a gentlemen’s agreement or some sort of a deal, come along that 
these major companies won’t just cut these jobbers’ throats, because 
after all we have to live, too, and we have a certain amount of invest- 
ment. It isn’t nothing like the major companies have, but to us it is a 
large investment. We have large investments to handle all these large 
consumers, and if we can’t be competitive, well, then, they don’t need 
us, they don’t need us as a jobber, either. 

Mr. Extis. Mr. Chairman. 

Mr. Roosrvetr., Mr. Ellis, I want to proceed to other questions. 
Have you had any difficulties in financing your operation in the form 
of adequate capital? Would any of you raise your hands? Mr. Tall- 
man and Mr. Quinn. 
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Mr. Quinn. Yes, sir. 

Mr. Roosrverr. You have. Mr. Severson, are you in agreement with 
this? 

Mr. Severson. Yes, I have troubles, but I get them worked out. 

Mr. Roosevetr. Mr. Santi, you have had no trouble, so I will elimi- 
nate you. 

Mr. Santr. Well, I let the company worry. 

Mr. Roosevetr. In other words, you raise your capital through the 
company. 

Mr. Sant. Well, no, I really don’t raise it through the company. 
I try to get along the best I can, but we do get quite a few binds. 
It is quite a problem. 

Mr. Roosrvevr. All right. Mr. Tallman, Mr. Severson, Mr. Quinn, 
do you solve your problems by borrowing from the company when you 
need to, your supplier ? 

Mr. Severson. I have on occasion. 

Mr. Qutnn. I have also. 

Mr. Tattman. That is a partial relief—partial source of capital, I 
mean, from my supplier. 

Mr. Roosrverr. What is the rest of it ? 

Mr. Tatuman. Well, local banks. 

Mr. Roosevetr. Have you found that the present situation has af- 
fected your ability to raise money in your local banks ? 

Mr. Tattman. No, sir. 

Mr. Roosreverr. Any of you? 

Mr. Severson. No, sir. 

Mr. Roosevetr. In other words, credit is still available to you on 
your local bank level. 

Mr, Tariuman. Oh, yes. There is one—if you would give me just 
a minute, there is one thing that I might suggest, where I feel that 
you as legislators should help us jobbers i in providing capital, by : 
change in the method of one of our taxes, and if you would give me 
just a minute, I will be glad to explain that to you. 

Mr. Roosrverr. We will be glad to. I was going to come to that 
specifically. I was going to ask you whether the effect of the pay- 
ment of the 3 cents Federal tax paid by you at the time you buy from 
the refinery affects your ability to finance yourself. 

Mr. Tactman. It. certainly does. 

Mr. Roosrvett. Would it be easier if the Federal tax was imposed 
at the time of the jobber’s sale ? 

Mr. Tattman. Yes, sir, materially. 

Mr. Rooseverr. It would. Do you get any allowance today for 
shrinkage in connection with your taxes ? 

Mr. TattmMan. We do on the State level, but not on the Federal level. 

Mr. Roosrveir. Mr. Hill, do you follow this part ? 

Mr. Hinx. Yes. 

Mr. Roosrvetr. At the present time, as I understand it, you pay the 
tax at the time the refiner delivers to you. 

Mr. Tattman. Yes, sir. 

Mr. Rooseverr. And then whether you sell the product or have to 
hold it or whatever the conditions may be, you are stuck with it—in 
other words, you have to finance it until you finally make the sale. 
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Mr. Tatiman. Yes, sir. In addition to that, it seems to me there 
is an element of unfair competition because, for example, the Conti- 
nental Oil Co. sells direct to a dealer in my town, wherein they pay 
the tax at the time they sell that dealer. They don’t pay any tax on 
the amount that is spilled or evaporated that I do. Therefore, in 
addition to use of the capital, they have a savings there, and it places 
me in a position that is not quite competitive with them. 

Mr. Roosrvexr. Is there any reason why it would be more difficult 
for the treasury as you see it to collect it at the point of your sale 
rather than the point of your purchase? 

Mr. Tatuman. Well, monthly I report excise tax to the Federal 
Government, and for example, on diesel fuel, on that. same report 
there is a line that carries gasoline. I don’t know what position it is, 
2 or 3 lines away, but all I would have to do would be to enter the 
amount and remit it at the same time I do my diesel excise. 

Mr. Roosrvetr. So in essence there really shonldn’t be any difficulty 
in paying it in that fashion. 

Mr. Tatitman. I don’t see why there would be. 

Mr. Roosrvert. Thank you, sir. I judge you all agree with that. 

Mr. Quinn. Yes. 

Mr. Severson. That’s right. 

Mr. Roosevetr. Mr. Hill, if it is agreeable with you, I suggest. the 
committee might look further into that and take the matter under 
further consideration. 

Lastly, it has been stated to the committee that you as jobbers fre- 
quently have competition from post exchanges or other military in- 
stallations. Isthisa problem in the Colorado area ? 

Mr. Severson. It isn’t in my area. 

Mr. Exxis. I believe the next two witnesses can better answer those 
questions. 

Mr. Roosrvett. Mr. Hill? 

Mr. Hix. No questions. 

Mr. Neus. No questions. 

Mr. Roosevett. Well, we want to thank you 

Mr. Exxis. Could I clear up one item here ? 

Mr. Rooseveit. What do you want to talk about, Mr. Ellis? 

Mr. Exuis. Just what we have been on, this proposition of com- 
mercial consumer account, and it won’t take me but a second. 

Mr. Roosrvett. All right, but make it very brief, because unless 

Mr. Ex.xts. I don’t want to leave this record appearing that Conti- 
nental Oil Co. is out here taking business away from jobbers any more 
than any other company is. 

Mr. Roosevert. Mr. Ellis, do you know anything about the oper- 
ation of the Continental Oil Co. of your own information ? 

Mr. Extis. Well, I know this, I listen to more complaints every 
year about loss of commercial consumer accounts—— 

Mr. Roosevett. That doesn’t answer my question. Are you a com- 
petent witness as to what Continental Oil Co.’s operations are ? 

Mr. Exits. I would like if you would let me finish. 

Mr. Roosrvett. No, you answer my question. 

Mr. Exuis. No, sir, I do not; I do not work for Continental. 

Mr. Rooseveit. Then the committee does not want to hear about it 
at this time. 

Mr. Quinn. Mr. Chairman. 
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Mr. Roosevetr. Yes, Mr. Quinn. 

Mr. Qurnn. I would like to make a comment on the unlicensed 
co-ops. We have one of them in our community. 

Mr. Roosevetr. Yes, sir; we will be glad to have it. 

Mr. Quinn. Southeast Colorado Co-op at Holly, Colo., a nontaxable 
organization, and they are providing unfair competition at that point. 

Mr. Roosrvettr. In what manner ? 

Mr. Quinn. Well, in price cutting and also they refund, to the 
people that participate, the profit. They say that they don’t need to 
make any money because they have to turn back everything that they 
make to their participants. 

Mr. Roosrverr. Of course that same complaint would be held of 
all cooperatives at any levels, 

Mr. Quinn. That’s right. 

Mr. Roosevetr. So that is the same complaint against any co- 
operatives. 

That, Mr. Hill, if you would agree, is a separate subject which the 
committee does not feel that is within our jurisdiction to go into. 

Mr. Tallman ? 

Mr. Tatuman. I think I could correct a number of errors in the map 
= so on and people’s names in the record, if you would like to 
lave me. 

The man’s name is not Westland that is the Continental jobber. His 
name is Kronert, and he operates under the name of the Westland Oil 
Co. And to my knowledge this station over here that is in question 
has been a Continental station as long as I have lived in Pueblo and 
has operated as such. I don’t think that anybody is jumping at it. 

Mr. Roosrveir. Are you saying under oath that Mr. Murray’s testi- 
mony that the station was up for sale is not true? 

Mr. Tatrman. Well, I am saying 

Mr. Roosrvett. That it was vacant? 

Mr. Tatiman. I am saying that it has been operated as a Conti- 
nental service station and garage for the 3 years that I have lived in 
Pueblo. 

Mr. Roosrverr. Are you saying specifically that in the months prior 
to January 17, 1957, the station—are you saying specifically that the 
station was in operation ? 

Mr. Tatuman. Yes, sir, I am positive it was. 

Mr. Roosrvett. Well, it should be fairly easy to find out. 

Mr. TatitMan. The dealer’s name was Mr. Pete Doeperschmidt, who 
now operates a Phillips service station, and prior to that date, the 
first of the year, this year, he operated that service station, and I have 
called on him and talked with him personally in that location. 

Mr. Roosrevett. At what time? Can you be specific when you called 
on him ? 

Mr. Tattman. Well, I would say in the months of October, Novem- 
ber, and December, at various times. 

Mr. Roosrvett. And he was operating the station at that time as 
a Conoco station ? 

Mr. Tatiman. Yes, sir. 

Mr. Roosrvett. Thank you, sir. We are happy to have the infor- 
mation, and we will investigate it. Thank you very much, gentlemen. 
That is all at this time. 
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Mr. Lippevi. Mr. Chairman, may I say just one word, please? As 
I understood Mr. Santi, he testified that Continental Oil Co. was bid- 
ding direct to commercial consumer accounts in the Walsenburg area 
where he operates, prices on gasoline, 1 to 2 cents under the jobber 
price. I am sure he is mistaken, at least I feel he is, and I would like 
the privilege of filing a statement with this committee of all the sales 
that we have made down there over a reasonable period of time to 
show just what we have done. If we have done it, we want to show 
you. If we haven't done it, we also want to show you. 

Mr. Roosrver. The committee, of course, will accept any informa- 
tion you want to give it, and we will be very glad to haveit. Thank 
you for it. 

Mr. Santt. Probably Mr. Liddell there has—— 

Mr. Roosevetr. I think, Mr. Santi, that the record obdavie for itself. 
lf you want to submit any supplementary statement, if you have been 
in error, the committee will be glad to have you submit it in writing. 
If you have not been in error or you want to change it in any manner, 
of course you are always free to submit it to the committee. So thank 
you very much, gentlemen. We appreciate your coming forward. 

Mr. Ellis, I presume you would like to sit with the other two, Mr. 
Rapp and Mr. Ross. 

Would you raise your right hands? 

Do you solemnly swear that the testimony you are about to give be- 
fore this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Rapp. I do. 

Mr. Ross. I do. 


TESTIMONY OF H. T. RAPP, JOBBER, DENVER, COLO.; AND SAM 
ROSS, JOBBER, DENVER, COLO.; ACCOMPANIED BY OTIS H. ELLIS, 
GENERAL COUNSEL, NATIONAL OIL JOBBERS COUNCIL, WASH- 
INGTON, D. C. 


Mr. Roosevett. Will each of you identify vourself by name and the 
companies for whom you are jobbers, and your addresses, please ? 

Mr. Rarp. Iam H. T. Rapp, vice president of the B. F. Bennett Oil 
Co., 1535 West Third Avenue, Denver, Colo. My home address is 
3130 Ohm Way, Denver, Colo., zone 9. 

Mr. Netiis. What company do you represent ? 

Mr. Rapp. B. F. Bennett Oil Co. 

Mr. Netixis. I am talking about your major supplier. 

Mr. Rare. Oh, pardon me. You asked me what company I was 
with. I am with the B. F. Bennett Oil Co. My supplier is Socony 
Mobil Oil. 

Mr. Roosrvert. Mr. Ross? 

Mr. Ross. I am Sam Ross, the president of the Nicoll Bros. Oil Co., 
3460 Fox Street, Denver, Colo. 

Weare jobbers for the Skelly Oil Co. 

Mr. Roosrveitr. Gentlemen, you have heard the questions in relation 
to the other two gentlemen. If you have further comments to make 
concerning those questions, we will be happy to have you do so, or 
if you w ant to take up any new problem, we will be happy to have you 
do so at this time. 
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Mr. Rarr. Well, most of the questions asked the previous witnesses I 
am not in a position to comment because I have no competition whatso- 
ever, gasoline competition, from my supplier. 

Mr. Rooseveir. Do you know of any competition that you have 
from other major oil companies in the area / 

Mr. Rapp. Oh, we have competition every day on the dealer level. 

Mr. Roosrve.r. No, I mean on the major oil company level. 

Mr. Rarer. Well, no. 

Mr. Roosgvetr. You do not know of any. Mr. Ross? 

Mr. Ross. Well, we have competition from other suppliers, natur- 
ally, but not from our own suppliers, neither on the service-station 
level or on the consumer, commercial-consumer level. Our own sup- 
plier does not go after our commercial-consumer accounts or any other 
consumer accunts in which I might be interested. 

Mr. Roosevetr. You said you did have other supplier competition ? 

Mr. Ross. Other supplier competition. 

Mr. Roosrvetr. Major oil—— 

Mr. Ross. Major oil company competition. 

Mr. Roosreveitr. Would you be specific what that competition is? 

Mr. Ross. Well, there are several companies—well, they are all out 
after the business. It depends, of course, for the purposes of the 
conversation, on what basis are they after the business. There are 
many that take business away from us, prices equal to ours, some 
higher than ours, but there are many that take business away from 
us at prices we cannot possibly compete with because 

Mr. Roosrveur. Now would you be specific about that? 

Mr. Ross. Because it is below our cost. We have, for example, in 
many cases, run into the Texas Co. Our cost on gasoline today is 
23.35, including all taxes. That is the cost of our gasoline delivered 
to our bulk plant or to _ other large transport “drop in the. city, 
in the metropolitan area. That is our cost. The Texas Co, has of- 
fered on several occasions to customers of ours gasoline at 23 cents 
delivered, which is thirty-five one-hundredths of a cent. They have 
also gone very recently to a customer of ours that we have had for about 
7 years and offered gasoline at 23.35, which is our cost, but which, 
according to city ordinance, cannot be delivered in transport and 
must be delivered in tank wagon. The cost of tank wagon delivery 
is naturally a more costly one. It isa redelivery from the bulk plant, 
not a direct delivery. Redelivery costs money, not only by ourselves, 
but by the Texas Co. They also must take it out of their bulk plant 
to deliver to this customer. They told these people that if the city 
ordinance prevented their delivering in transport load, they would 
be more than happy to deliver it in tank wagon. Conservatively 
you cannot deliver in tank wagon for less than a cent, a cent and a 
quarter a gallon, which meant that they were undercutting our price 
a cent to a cent and a quarter a gallon. We have a case that just 
happened, too, on the 9th of April where the Texas Co. gave to 
the Union Freightways here in Denver, a comparatively small con- 
sumer, commercial truckline, interstate truckline, at thirty-five one- 
hundredths of a cent below our cost. We have instances where the 
major oil companies have bid and obtained business from the General 
Services Administration on the basis whereby no jobber could possibly 
touch it, and I have with me the figures, and I would like to read them. 

Mr. Roosreve.r. We would like you to do it. 
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Mr. Ross. The general margin that the jobber operates here, in 
this area, under normal conditions, and this is what we call a normal 
condition because we are getting full price for our gasoline, is 344 
cents per gallon. Under a bid to the General Services Administration 
for the period of May 1, 1956, to October 31, 1957, a period of 6 
months, we find this: Delivered to Estes Park total of 30,000 gal- 
lons for 6 months, or an average of 5,000 gallons a month, a very 
smal] commercial account, at 5.33 below tank wagon. That is in es- 
sence 2.08 cents cheaper than the jobber can buy it for. The bid was 
taken by Sinclair. 

We have another one here which is to me representative of some 
of the scramble for some of this business without regard to cost, by 
Sinclair also, delivered to Port Logan here in the outskirts of Denver, 
about 15 miles, a total of 2,500 gallons, total of 2,500 gallons over a 
period of 6 months, or an average of 400 gallons a month, approxi- 
mately 18 miles from their bulk plant, at a quarter of a cent less than 
the jobber buys it for, or 314 cents below tank wagon. 

We have the post office here in Denver. Thirty thousand gallons 
a month roughly has to be delivered in tank wagon under city ordi- 
nance, that is, has to be delivered the expensive way, under city ordi- 
nance. Taken by Continental at 21.65, which is practically 5 cents 
below tank wagon or 1.75 below what I can buy it for or Continental’s 
jobber can buy it for. 

We have the Federal Center, just outside of Denver here, transport 
loads 

Mr. Roosrvert. At this point may I interrupt you for a minute? 
Would you also, when you make your statement on the other, Mr. 
Liddell, answer this specifically ? 

Mr. Lippe. Yes, sir. We certainly will. That is a surprise to me. 

Mr. Ross. These are a matter of record and taken from the bids that 
we got; that is, recap of all the bids. The Federal Trade Center, total 
of 60,000 gallons, 10,000 gallons a month, and this is almost the prize 
of them all, at 5.7326 cents, or almost 3 cents below what it cost us, 
taken by Continental. We have the Federal Correction Institution, 
I believe it is called, tank wagon delivery, small deliveries, 8,000 gal- 
lons a period of 6 months, roughly about 1,300 gallons a month, taken 
by Sinclair, for 22.9 or forty-five hundredths of a cent below our cost. 

We have one, and this is the last one, transport load, the large de- 
liveries, with an average of 6,000 gallons a month, to Rocky Flats— 
that is out to the atomic research plant we have here—at 5.935 cents 
or almost 6 cents below our cost. 

Now, we have had rough situations before. This is pretty rough. 
But in the past we have been able to straighten these things out, as 
miserable as this sounds, within the industry. Otherwise certainly 
there would be no jobber in existence, and as vicious as this might seem, 
we don’t believe that this is aimed at jobbers. It may have started out 
as a little grab for business. I think it finally ended up, and this is of 
course only my own opinion, in a battle between the major oil com- 
panies for this business. The jobbers have simply had to fall by the 
wayside. 

Mr. Roosrvetr. In other words, the little-business man has been 
squeezed out of business again. 

Mr. Ross. Well, now, we have no suggestion; that is, at least I don’t 
have any suggestion that this thing should be regulated out of exist- 
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ence. I can’t quite see how it can be done. I have attended a lot of 
meetings, a lot of discussions. I am very active in a lot of affairs per- 
taining to our industry. I have yet to hear anything come up by 
eople in the industry who knew the answer to this thing from a legis- 
ative standpoint. It could be that if the spotlight of this was brought 
out strong enough, that possibly within the industry these practices 
would be corrected. I think that is what everybody would prefer. 

Mr. Roosevetr. May I make the comment at this point that 2 years 
ago, or in the 84th Congress, we found that many of these things which 
were detailed as bad practices in the industry were corrected. 

Mr. Ross. A lot of them have been. 

Mr. Roosevetr. I think you will agree that that is so. Part of the 
job of this committee, very frankly, is to do just this, spotlight them, 
bring them out, and we sincerely hope that they will be corrected 
within the industry. 

Mr. Ross. The major oil company is a large thing, a very large thing, 
and of necessity it has to be that way. We believe that. We believe 
without a major oil company a jobber couldn’t exist. We don’t believe 
a service station could exist. 

Mr. Roosevettr. You know you couldn’t exist. 

Mr. Ross. That’s right, because of certain things they must do for 
us at certain times. They simply must, otherwise the entire industry 
would have to collapse. And I realize that being large they move 
slowly. But eventually, and we have had it with our own suppliers, 
with the things we thought were not fair or inequitable, they have 
been straightened out, almost all of them. Not everything, because 
that would be utopia, but generally speaking they have been straight- 
ened out. 

Now, we have several things I would like to touch on just very 
briefly. 

Mr. Roosrvet. Just before you leave that point, counsel would like 
to go on. 

Mr. Newuts. Mr. Ross, I must say that your statement was very 
forthright and very understandable to me, and I would like to ask you 
this question—I am sure Mr. Ellis has discussed it with you—are you 
familiar with any of the State laws, the below-cost selling laws, where 
under such statutes it is provided that it is an offense to sell at a price 
below the actual cost ? 

Mr. Ross. I do believe we had that law in effect, and it was declared 
unconstitutional in the State of Colorado. 

Mr. Ne.uis. Is that correct? 

Mr. Ross. I think so. It was declared unconstitutional in the case 
between Safeway Stores, Miller Grocerterias, and the Standard 
Grocery Company of Denver. 

Mr. Newuts. I am glad to have that information because I noted in 
a case I read the other day in Massachusetts the court there upheld it. 

Mr. Ross. It has been declared unconstitutional here. 

Mr. Newuts. That law is not a cure-all or panacea to these evils, 
but it is a means, and I don’t know that it is necessarily the best means. 

Mr. Ross. It was found unconstitutional here because the State of 
Colorado found it impossible to determine what the cost was. 

Mr. Newuts. Proceed. 

Mr. Ross. On these taxes Mr. Tallman mentioned, one of the 
reasons why we would desire, besides the fact that by comparison 
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when the major oil companies lose, all they lose is product, and we 
lose product and taxes, we lose on shrinkage and spillage and fire 
and disaster. The big thing is we have to pay for it to our supplier, 
including tax, our gasoline “plus the excise tax, within 10 days from 
the date of delivery. Sometimes the invoice and payment date arrive 
exactly the same day. We have to pay that day. We may still have 

the gasoline in our tanks or already spilled it and lost it. The major 
oil company or the refiner has, I do believe, something over 30 days, 
and closer to 60 days before they remit that tax, similar to our re- 
mittance of our diesel fuel which we remit directly on sale and not on 
purchase. 

Mr. Roosrvetr. Mr. Hill suggests that we will examine into this 
particular phase very carefully. 

Mr. Ross. It is a very important thing with the small jobber. 

Mr. Roosrveur. We would like to suggest—or perhaps Mr. Ellis 
would be willing to do this—that you make rather a careful study 
of this whole proposition, particularly on the objections that we under- 
stand have been raised previously to these suggestions by the Treasury 
Department, so that the committee may have as full an analysis of the 
situation as possible, and if you would be good enough to do that, we 
would appreciate it. 

Mr. Exxis. Glad to. 

Mr. Ross. To touch on post exchanges, very briefly, we have no 
quarrel with post exchanges in general. Some places they are neces- 
sary, they are miles and miles and miles away from city. In Denver, 
however, of course they are right in town. Here is a Carter station 
here and here is a Carter station here and two different prices, and 
that is not our quarrel. Our quarrel is that the Government buys 
cheaper in the post than they do across the street, and the Government 
who expects to collect the taxes about from us, and there is no ques- 
tion about it, yesterday was the day, they shouldn’t be favored. They 
should pay the same price that any other dealer pays. 

As far as divorcement is concerned, one of our bills, I don’t know 
the number, but you of course are acquainted with it, we don’t believe 
divorcement is the answer to this thing because divorcement today for 
the majors and the individual companies from selling might mean 
divercement for the jobbers the day after tomorrow, both from the 
standpoint of oil, gasoline, and TBA. We might be told, “Well, 
tomorrow you can’t sell any tires, batteries, accessories.” 

Co-ops have been touched on. 

Tax relief for the small jobber. Well, every small-business man 
wants tax relief, whereby in a year when he does have a little decent 
business he has something to carry him through the drought for the 
next4or5 years. That is: about the stor 7. 

Mr. Rooseverr. I might say, Mr. Hill has introduced a bill and other 
bills have been introduced. 

Mr. Hit. I have a bill before the committee right now on that very 
thing. 

Mr. Ross. Very happy to hear it. 

Mr. Roosrverr. Mr. Ross and Mr. Rapp, may I ask you another ques- 
tion? Do you know of your knowledge here of any major oil companies 
that sell to unbranded dealers / 

Mr. Rapp. Major oil companies ? 

Mr. Roosrveir. Major oil companies, that sell to unbranded dealers, 
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Mr. Rapp. No, I donot. 

Mr. Roosevett. In other words, your competition in the unbranded 
dealer end of your competition, as far as you know, does not come from 
the delivery to the iohitundie dealer of gasoline by major oil com- 
panies. 

Mr. Rarr. That’s correct. 

Mr. Ross. I don’t know of any major today that is selling an un- 
branded account in Denver. 

There is only one thing that I could mention in conjunction with that. 
I don’t know of any major oil companies that are selling directly to un- 
branded accounts. I, however, as a jobber have one unbranded 
account. 

Mr. Roosrvetr. You have one unbranded account 

Mr. Ross. Because the major oil company has no control. My sup- 
plier has no control on what I do with my gasoline. 

Mr. Roosrverr. Do you think that is fair competition to your lease 
dealer ? 

Mr. Ross. It all depends; “fair” is a comparative statement, Con- 
gressman. This unbranded account that I sell costs me absolutely 
nothing. They pay me. I have not 1 cent invested. I don’t have to 
get my service station man out of hock financially. I don’t have to keep 
him solvent. I don’t have to absorb rent that I pay, for example, on a 
station that I lease and then re-lease to him. 

Mr. Roosrvett. May I ask you, is he in competition with any of your 
lease dealers ¢ 

Mr. Ross. Not in the immediate area; no. 

Mr. Roosrevetr. Because to me that would be the criterion. 

Mr. Ross. No, no. 

Mr. Rooseverr. In other words, you would agree if you sold to an 
unbranded dealer directly in competition with one of your lease dealers, 
you at least would give it another thought. 

Mr. Ross. I would give it a lot of thought, because after all I am 
vitally interested in that lease dealer making a living. 

Mr. Roosrvetr. That’s right, sir. Do you have anything, Mr. Hill? 

Mr. Hitz. Nothing. 

Mr. Newuis. One last question, Mr. Roosevelt. How many lessees 
do you have? 

Mr. Ross. About 30. 

Mr. Netuts. And you sell one unbranded—— 

Mr. Ross. He is not a lessee. 

Mr. Neuuts. I understand, but he is a retailer, unbranded retailer. 
How many locations has he, do you know? 

Mr. Ross. One. 

Mr. Nexis. What is the nearest other station you serve ? 

Mr. Ross. Skelly service station, 14 blocks away. 

Mr. Netuis. Thank you very much. That isall. 

Mr. Rapp. You spoke on capital awhile ago. There is one thing 
maybe not this committee could help us, but a Government agency 
could. You no doubt realize that in this business building of service 
stations is rather competitive. It is rather hard for a jobber to keep 
up with the major oil companies in an expansion program or to even 
hold his own because he simply cannot pay $50,000 to $100,000, as 
Mr. Liddell pointed out these stations cost. He simply doesn’t have 
that kind of money. Now the sources of capital that are open to the 
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major oil companies are not open to the jobber. The insurance com- 
panies don’t think that our status is quite stable enough to give us 
the same treatment, for instance, that they will the major oil com- 
panies, where they have stations built for them, lease them back over 
20 years, with an option to buy at the end of 20 years. We can’t do 
that. But if—— 

Mr. Rooszvett. Mr. Rapp, would you say that the average jobber, 
however, has a pretty good record, consistent record, of business 
success ¢ 

Mr. Rapp. Yes, I would say so. I don’t know any of the jobbers 
that have gone out of business as far as going broke in the last 25 
years around Denver. I think that we have a fair responsibility to 
the extent that possibly we could apply for small-business loans. 
Small business loans over a period of 3 to 5 years are no goodtous. We 
must have them over a period of time on which we can amortize these 
stations and pay for them. 

Mr. Roosrvetr. In other words, you want comparable conditions 
to the conditions under which the major suppliers can borrow money 
in the equity market. 

Mr. Rapp. Yes, that’s correct, and I think possibly Small Business 
Loans Administration might be able to help us, not under their pres- 
ent regulations, but I think that would be one source that ae put 
us in a position to keep up our building, anyway, and remain in status 
quo. 

Mr. Rooseveit. Well, you have brought up a very interesting point, 
Mr. Rapp, and one I am sure the whole Small Business Committee is 
going to be very much interested in and discuss, and we appreciate—— 

Mr. Rapp. You understand we would much prefer to get our money 
from outside sources rather than our suppliers, even were it available 
from them, 

Mr. Roosevett. I thank you for that statement, too. Mr. Ellis, I 
want to make sure that you understand, I was shutting you off, not 
because I don’t like to hear you—I do—but because primarily this 
hearing is to hear from the local people and not from the lawyer from 
Washington. We will be very glad to hear frcm you, of course. 
Naturally, if you want to submit something for the record, we will 
be very happy to insert it at the point you would like to make it, if 
you would like to submit that. 

May I take this opportunity on behalf of Congressman Hill and 
myself to thank all of you gentlemen who have so very fully co- 
operated with the committee, and I am sure Mr. Hill would agree 
with me that this has been a most constructive hearing and one which 
has given the committee much food for thought, and we want you to 
know of our very great appreciation. 

I also would very much like to thank Mr. Bowman, Mr. Pease, and 
Mr. Cartwright for their assistance in giving us these facilities here 
in Denver and to Judge Phillips. And Mr. Hill says also to the kind 
people good enough to take us to lunch. We are most appreciative. 
Thank you very much, gentlemen. 

The committee will now adjourn to Los Angeles, April 24, at 10 
a.m. 

(Whereupon, at 5:10 p. m., the subcommittee adjourned, to recon 
vene at 10 a. m., Wednesday, April 24, 1957, Los Angeles, Calif. 
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